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Introduction 


THIS BOOK EXPLORES the historical formation of a de facto state on 
Taiwan separate from the de facto state ruling the Chinese mainland 
in the late 1940s and early 1950s. Too often we have tended to view 
the existence of the two political entities across the Taiwan Strait as a 
logical and most likely consequence of the Chinese civil war, fought 
bitterly after World War II between the Chinese Nationalist Party 
(Kuomintang; KMT) under Chiang Kai-shek and the Chinese Commu- 
nist Party (CCP) led by Mao Zedong. Indeed, by 1949, as the KMT was 
losing control over the mainland, its leaders sought to turn Taiwan into 
a strong territorial base, where they were safeguarded against possible 
invasion by physical barrier of the Taiwan Strait, and were subsequently 
under the protective shield of the United States after the outbreak of the 
Korean War in 1950. Because the Chinese Communists lacked naval 
and air capabilities to invade Taiwan in those early years, Chiang Kai- 
shek and his staunch followers were able to retreat to their island base, 
where they could nurture hopes of launching a military campaign to 
recover the Chinese mainland in the decades that followed.! 

The story told here, however, is much more nuanced and richer than 
the above simplistic view would suggest. Based on both English and 
Chinese archival materials, notably newly released Republic of China 
(ROC) official files, KMT records, and the personal papers of top leaders, 
including Chiang Kai-shek and T. V. Soong, this book seeks to draw a 
different picture and retell the story. It argues that the formation of a 
Nationalist state in Taiwan was a far more complicated and intriguing 
process than the conventional wisdom has depicted. It argues that the 
making of the separate Taiwan state was not the result of deliberate 
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forethought and planning either by the United States, the KMT, or the 
CCP. Rather, it was the outcome of many ad hoc, individualistic factors 
and decisions related to war or alliance maintenance, or even seren- 
dipity. It demonstrates the complex and critical role of the U.S. govern- 
ment and various American individuals, as well as the U.S. policy, as 
consistent determining forces in shaping this accidental island state. In 
a broader sense, the book analyzes the overall collapse of the Nation- 
alist regime under Chiang Kai-shek following the end of World War II 
in the context of the looming Cold War. In addition to showcasing the 
various internal political struggles within the Nationalist camp as its 
downfall began, this research illuminates how these struggles inter- 
sected with the wider geostrategic concerns of other powers, particu- 
larly the United States. 

Strictly speaking, this book is not a study of the conflict between 
the Chinese Nationalists and the Chinese Communists or why the 
Communists were victorious in 1949. Rather, it shifts away from the 
common focus on explaining the Communist triumph on the main- 
land, toward looking at how Taiwan was positioned within the greater 
framework of East Asian international politics and China’s domestic 
landscape surrounding Japan’s surrender in 1945. It begins with Taiwan 
as a Japanese colony, then examines the island as a frontier province 
newly returned to postwar ROC. As civil war ravaged all of mainland 
China, the island eventually became the seat of the Nationalist Chi- 
nese state, a historical phenomenon that, in retrospect, was hardly in- 
tended either by the Chinese Nationalists or the Americans. 

Located in the western Pacific, just off the Chinese mainland’s 
southeastern coast, the island of Taiwan now comprises most of the 
land area of the state known officially as the Republic of China—also 
called Nationalist China, Free China, and more recently, the Republic 
of China on Taiwan. Communist Chinese leaders in Beijing regard 
Taiwan not as a sovereign state but rather an outstanding territory be- 
longing to the People’s Republic of China (PRC). In the past several 
decades, the ROC government in Taipei under the KMT likewise for- 
mally espoused a one-China policy and, until 1991, claimed sovereignty 
over all of China. However, its main opponent on the island, the Demo- 
cratic Progressive Party (DPP), the ruling party of Taiwan between 
2000 and 2008, contended that the island was not a part of China and 
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should instead be treated as a separate, independent, and fully sovereign 
nation-state. The issue divides the island’s population and society. In 
any case, no one will deny that Taiwan’s relationship with mainland 
China has been, and will continue to be, of critical importance in any 
discussion or study of the future of Taiwan. 

Today, the Cairo Conference of 1943 and the resultant joint com- 
muniqué by Franklin D. Roosevelt, Chiang Kai-shek, and Winston 
Churchill has generally been viewed as an important watershed leading 
to the eventual return of Taiwan and the Pescadores (also known as 
Penghu) from the Japanese to China. Before China formally declared 
war with Japan on December 9, 1941, the Nationalist government was 
in no legal position to reclaim the territories officially ceded to the Japa- 
nese by the Qing court. At the Cairo Conference, with the support of the 
United States, Chiang secured promises from his wartime allies that his 
government could take over the island when World War II came to an 
end. However, behind this seemingly unanimous agreement lay a much 
more complicated landscape. Within Nationalist China’s governing 
circles, even in the final stages of World War II, questions concerning 
Taiwan’s future political and administrative status, as well as its rela- 
tionship with the mainland, remained pending and controversial. In 
the United States, in the months surrounding the summit in Cairo, 
Washington’s planning circles were roiled by sharp debates and diver- 
gent policy formulations as to how Taiwan could best serve Ameri- 
ca’s postwar diplomatic and geostrategic interests in the Far East 
while supporting Nationalist China’s recovery of that island. 

Those wartime internal policy debates over Taiwan within Wash- 
ington’s military and diplomatic quarters never quite overturned the 
ultimate decision that the island should be occupied by Nationalist 
China in the immediate aftermath of the Japanese surrender. Never- 
theless, some apparently trivial policy drafts and proposals on the part 
of the United States before and after V-J Day turned out to have crit- 
ical influence on the fate of Taiwan. One such instance was the sudden 
withdrawal of American involvement in the Allied takeover of the 
Japanese properties on the island, a decision made just shortly after the 
Japanese surrendered. Without a greater American role in the Allies’ 
overseeing or moderating the takeover operations, the Nationalist pro- 
vincial authorities under Chen Yi went their own way, allowing local 
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Taiwanese islanders’ bitter resentment to grow rapidly, leading to the 
February 1947 bloodshed in Taiwan. 

As the overall situation increasingly worsened in postwar China 
during the final years of the 1940s, U.S. wartime hypothesizing, which 
had no real chance to be implemented, gradually served as a new basis 
for Washington’s shifting stance toward the Taiwan issue. The theory 
that Taiwan should be placed under an Allied trusteeship instead of 
being handed over to China, a highly theoretical idea forged first by 
planning-level officials like George H. Kerr during the war years, was 
one salient example. After the February 28 massacre, when more Tai- 
wanese thought that they were not, in any case, that kind of Chinese 
and began advocating the island’s autonomy or independence from 
China, Kerr’s unimplemented theory quietly became one crucial op- 
tion vis-a-vis Taiwan for Washington’s top authorities. And its political 
repercussions, as well as its impact on the U.S.-Nationalist Chinese re- 
lationship, lingered on into the early 1950s and beyond. 

The role the Americans played in the February 28 incident also 
deserves further scrutiny. Chiang Kai-shek’s officials acridly blamed 
George Kerr, then serving as the American vice consul in Taipei, for 
instigating the islanders’ rebellion against the Chinese rule, leading 
to Kerr’s disgraceful recall. Yet in an oblique fashion, Kerr’s personal 
suggestions regarding how Taiwan might be best governed found its 
way to top Nationalist leaders. After the tragedy, Chiang appointed a 
civilian official to replace the much-hated governor Chen Yi, and more 
local Taiwanese were recruited into the new provincial authorities. 
More significantly, with the reform of the island’s commercial and in- 
dustrial infrastructure after the massacre, more freedom was allowed, 
and private enterprise boomed in Taiwan. In hindsight, this marked 
the beginning of a gradual shift of Taiwan’s economic policy, and a 
salient departure from Chen Yi’s command economic philosophy on 
the island. The preliminary reforms undertaken in the aftermath of 
the February 28 incident were originally intended both to pacify the 
native Taiwanese and to fulfill the goal of making the island a role 
model for the mainland Chinese provinces. It therefore was a histor- 
ical accident when those post-traumatic measures inadvertently laid 
the foundation for the subsequent formation of a Nationalist island 
state. Notably, George Kerr played a role in injecting into State 
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Department policy debates in May 1947 the idea of American involve- 
ment in shaping the evolution of a more benevolent, liberal political 
situation in Taiwan. U.S. policy thereby moved toward creating a cer- 
tain kind of political-economic setup on that island, even though very 
few imagined at this juncture that this new policy direction would 
also lead to an unintended state after 1949. 

Trusteeship for Taiwan gradually became a popular idea not 
only among the pro-independence Taiwanese, but also among some of 
Washington’s military and political chiefs as a result of the islanders’ 
escalating discontent with Nationalist governance. Worse still for the 
Chinese Nationalists, as their civil war with the Communists went 
from bad to worse, a deeply pessimistic view of their capabilities led 
policy designers in Washington to start moving to wash their hands of 
the KMT, even going so far by the end of 1949 as being willing to sac- 
rifice Taiwan to the newly inaugurated PRC as part of the effort to 
court “Chinese Titoism,” a reference to Yugoslav dictator Broz Tito’s 
Cold War international politics. On the other hand, many in the Truman 
administration who did not wish to see Taiwan fall into Communist 
hands came around to the view that China’s sovereignty over Taiwan 
had not been established, and that the island should be legally acquired 
by the Chinese government only after a formal peace treaty with Japan 
was concluded. 

This study goes one step further by underscoring a previously un- 
noticed factor adding to the American belief that Taiwan should be 
treated as separate from the Chinese mainland. As the Chinese civil 
war intensified during the last months of 1947, a prevailing perception 
among foreign observers, including American diplomats and their 
British counterparts, was that a war-burdened China would inevitably 
return to a condition of regionalism similar to the early Chinese Re- 
public warlord era. Toward mid-1948, overall developments in China 
led American officials, both civil and military, to agree that a gradual 
territorial division, coupled with the emergence of new regional re- 
gimes, was the most likely scenario in trouble-ridden China. 

It was within this larger strategic conceptual framework of the in- 
evitability of a disintegrated and regionalized China that a new Taiwan 
formula began to take shape within the Truman administration. After 
Chiang Kai-shek stepped down as the ROC president in early 1949, the 
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United States found it both imperative and politically plausible to 
search for suitable candidates to lead Taiwan’s political and military 
structure. Chen Cheng, Sun Liren, and K. C. Wu (Wu Guozhen) were 
at the top of the lists of individuals for which Washington had much 
hope. This American endeavor to find whoever was capable of handling 
situations was totally unacceptable to a “retired” Chiang Kai-shek, 
who was still trying to rule from behind the scene and to search for a 
strategy for survival. During the first half of 1949, Chiang’s idea was 
to create a strategic territorial triangle in Southeast China, encom- 
passing Taiwan, Zhejiang, and Fujian provinces. But at this stage, the 
greatest challenge confronting his political enterprise was not so much 
from the Chinese Communists as from his increasingly unbridled 
(former) Nationalist military subordinates. As Chiang lost support 
from the Truman administration, his relationship with key Nationalist 
military leaders understandably became much more difficult. 

Chen Cheng, whom Chiang Kai-shek had handpicked as Taiwan 
provincial governor just before he stepped down, played a rather weighty 
role in determining the island’s future. Contrary to a conventional 
view portraying Chen merely as a loyal protégé of Chiang, this study 
aims to tell a different story. In mid-1949, when Chiang no longer 
headed the Nationalist central government, Chen found it necessary 
to court the Guangxi Clique and Acting President Li Zongren so as to 
strengthen Taiwan’s position vis-a-vis the precarious, soon-to-become 
Communist mainland. Several measures taken by Chen at this junc- 
ture later proved to be vital to the future of Taiwan; in hindsight, Chen’s 
ostensible defiance of Chiang’s wish and his going to meet Li Zongren 
in Guangzhou in May 1949 turned out to be one critical turning point 
in Taiwan’s fate. Actions taken by Chen proved to be crucial. Mean- 
while, with the likelihood that the United States would exploit Tai- 
wan’s inconclusive legal status to prevent the island from falling to the 
Communists, Chiang found that his returning to the mainland to seek 
a possible territorial citadel had become an unavoidable choice. 

The fall of Nanjing and Shanghai to the Chinese Communists in 
the spring of 1949 brought further chaos and uneasiness within the di- 
minishing Nationalist-held domain south of the Yangtze River. To- 
ward the end of 1949, both Chiang Kai-shek and Li Zongren targeted 
the southwest Chinese provinces as an ideal place where a lasting 
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anti-Communist redoubt might be established. Again, U.S. policy for- 
mulation played an influential part in determining the outcome of the 
collapsing Nationalist state’s eleventh hour. As potential aid from 
America to China were becoming “regionalized,” meaning that future 
resources to China would very likely be given to regional leaders or 
local regimes carrying anti-Communist resistance, rather than to a rap- 
idly disintegrating central authority, a veiled struggle between Chiang 
and his Guangxi Clique rivals intensified over Southwest China. A 
hitherto untold story of the abortive Yunnan independence movement 
fully elucidates the intrigue in the political and diplomatic landscape 
at a regional level, with America involved in the final stage of the Na- 
tionalist rule on the mainland. In early December 1949, when Wash- 
ington turned down the request from Lu Han, the Nationalist governor 
of Yunnan province, that it support his declaration of independence, 
the governor decided to hand the province over to the Communists. 
This turn of events dimmed Chiang Kai-shek’s and his Nationalist 
followers’ last hope to establish their final territorial base on the main- 
land, and their flight to the island of Taiwan became the unavoidable 
and only option. 

By the time the seat of the crumbling Nationalist government was 
moved to Taipei in late 1949, Nationalist China’s territorial scope had 
been reduced to Taiwan, Hainan Island, and a string of offshore islets 
along China’s southeastern littoral. When the Truman administration 
reiterated its hands-off policy toward China in January 1950, the future 
of the island-based Nationalist Chinese state seemed doomed. Worse 
still, the severe challenge Chiang Kai-shek faced was multifaceted. In- 
ternally, the surviving Nationalist authorities on Hainan Island posed 
a political embarrassment and added a logistical burden to the trouble- 
ridden government in Taipei; and the Hainan Nationalists’ appeal for 
American support generated much diplomatic uneasiness to Chiang 
Kai-shek. The trouble from the Hainan Nationalist authorities was 
coupled with rumors and intrigues against Chiang. In the early months 
of 1950, a coup to topple Chiang was discussed from time to time, 
and also served as an alternative scenario in the State Department’s 
“hypothetical” planning before the war broke out in Korea. Externally, 
U.S. covert support for the Hong Kong-based anti-Chiang Third Force 
movement and the Tokyo-headquartered Taiwan independence 
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movement was perceived by Taipei, with much apprehension, as un- 
dermining its already weak political legitimacy. As a corollary, to con- 
solidate Nationalist rule in Taiwan and reestablish Chiang’s supreme 
position, the KMT national security apparatus began campaigns of 
terror to root out communist networks and sympathizers and to extend 
the reach of surveillance and cells down to the grass roots. Those rela- 
tively successful campaigns were intended to stabilize a still-weak ac- 
cidental state in the island; with them the Chinese Nationalists began 
the long process of building political legitimacy among a population 
that had every reason to despise the ruling elites. 

On the other hand, it was also at this darkest formative moment of 
Nationalist rule in Taiwan that an unofficial American and primarily 
personalized Nationalist China policy began to take shape and play 
a crucial part. With the advisory assistance from the retired former 
commander of the Seventh Fleet, Admiral Charles M. Cooke, and his 
“Special Technician Program” in Taiwan, Chiang Kai-shek was able 
to withstand a critical stage of his political career in the months 
surrounding the outbreak of the Korean War. An individually influ- 
enced U.S. approach to Nationalist China policy-planning structure 
that centered on Charles Cooke and his special program in Taiwan led 
to major decisions that culminated in the abandonment of Hainan and 
Zhoushan islands, as well as arms contracts and procurements that 
were crucial to Taiwan’s security and defense. The retired admiral also 
served a vital role in bringing together a deserted Chiang and General 
Douglas MacArthur in Tokyo. For a period of time surrounding the 
outbreak of the Korean War, the American policy toward the Nation- 
alist authorities on the islands of Taiwan, Hainan, and Zhoushan was 
substantially going underground and considerably privatized. Broadly 
speaking, this uniquely informal advisory experience helped to prolong 
the weakened Nationalist regime’s survival in Taiwan. However, as 
this study will demonstrate, in this critical formative stage of the Re- 
public of China on Taiwan, the U.S. government may have been 
playing a two-, three-, or several-sided game with the Nationalists, in- 
volving not just Chiang Kai-shek, but also Chen Cheng, Sun 
Liren, K. C. Wu, the anti-Chiang Third Forces, pro-Taiwan indepen- 
dence elements, and the Nationalist guerrillas on the mainland. 

From the spring of 1949 through June 1950, the United States at- 
tempted to offer the Chinese Communists normalization of bilateral 
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relations and cooperation as part of using Chinese Titoism to contain 
Soviet Russia in the Far East. Mao Zedong was aware of this, but chose 
instead to form a close military alliance with Moscow. Leaders in Bei- 
jing then worked with the Soviets and the North Koreans to launch a 
war to take over South Korea. These contingent factors all played crit- 
ical roles in the “accidental” formation of the Nationalist state in 
Taiwan. The war on the Korean Peninsula, undoubtedly the biggest con- 
tingency of all, and the subsequent interposition of the U.S. Seventh 
Fleet in the Taiwan Strait were the most critical linchpins for Chiang 
Kai-shek and his Nationalist cohorts. Their dispirited and decimated 
regime was now reinvigorated, while a Nationalist Chinese state vir- 
tually rooted on the islands of Taiwan and the Pescadores also began 
to take permanent shape. The Korean War led to a game-changing 
contingency that prompted the overnight rethink of the Truman ad- 
ministration and its about-face on issues surrounding Taiwan. Indeed, 
although Chiang Kai-shek continued to be despised, his island regime 
was saved. In hindsight, this “game-changer,” which took place sur- 
rounding the outbreak of the Korean War, also made the about-face of 
the extra-official activity of Douglas MacArthur, Charles Cooke, and 
others easier to accomplish. 

In the process of this state-making in Taiwan, several issues deserve 
careful contemplation. Before the Korean War, Chiang Kai-shek had 
hoped for a World War III to bring his dying Nationalist regime back 
to life. After the outbreak of war in Korea, and with a more secure is- 
land redoubt at hand, launching a military rollback against the Com- 
munist mainland as part of a new world war became less realistic to 
Chiang. Instead, he began initiating party reforms and promoting lim- 
ited democracy in Taiwan for the sake of deepening the KMT’s social 
base and strengthening the legitimacy of its rule on the island. With 
Taiwan now at the forefront of the international Cold War, Chiang’s 
idea of a military recovery of the mainland served as useful political 
rhetoric, both to attract more U.S. aid and to maintain the National- 
ists’ morale and legitimacy on their maritime domain. 

The conventional wisdom argues that, after the war broke out in 
Korea, Chiang Kai-shek strongly favored a military reinvasion of the 
Chinese mainland so as to restore his role in China. The Truman and 
Eisenhower presidencies, on the other hand, were inclined to simply 
contain the Chinese Communists. A crosscheck of both Chinese and 
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English declassified documents now reveals that as the Korean War en- 
tered a stalemate, it was actually the military and intelligence chiefs 
in the Pentagon who took the lead in transforming the Nationalists’ 
grandiose but empty “military rollback” slogan into detailed courses 
of action for the purpose of U.S. geo-military interests in the Far East. 
While Washington urged Taipei to launch a military counteroffensive 
against the Communist-controlled territories of Hainan Island and the 
Southeast mainland, it was Chiang Kai-shek who now tried to avoid 
such an operation so as to keep his military supremacy intact within 
the Nationalist hierarchy, in addition to assuring Taiwan’s defense in- 
terests. In other words, in the early 1950s, when the American-favored 
General Sun Liren remained a perceived threat, Chiang placed political 
deliberations ahead of any other issue, giving priority to the consoli- 
dation of his Taiwan power base without truly thinking about a gen- 
uine counterattack on the mainland to overthrow Mao Zedong. In the 
eyes of Chiang, mounting localized and relatively small-scale raids 
along China’s coast, thus maintaining the facade of attempts at mili- 
tary recovery of the mainland, would best suit his interests. Chiang’s 
reluctance to, if not resistance against mainland military recovery at 
the height of the Korean War might have unwittingly shaped Taiwan’s 
military as purely defensive in nature, thus providing a conceptual 
basis for Washington’s readiness to conclude a mutual defense pact 
with Taipei in 1954-1955. 

A revitalized U.S. military aid to the Nationalists in Taiwan no 
doubt strengthened Chiang Kai-shek’s position in both domestic and 
international arenas. Nonetheless, this renewal of aid was coupled 
with U.S. pressure to reform Chiang’s military and to transform the 
hitherto inept Nationalist military command and decision-making 
structure into more capable ones. The result of such a pressure was a 
substantial reduction of Chiang’s authority over Taiwan’s military and 
defense affairs, transforming a perennially Chiang-centered Nationalist 
military decision-making into a virtually U.S.-dominated one. With the 
Nationalist government’s military budget and troop deployment being 
largely subject to U.S. approval by mid-1953, when the active stage of war 
on the Korean Peninsular ended, and when Washington no longer saw 
the military confrontation with the PRC as feasible, a Nationalist mili- 
tary power projection capability limited only to Taiwan and the Pesca- 
dores was basically in place. 
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In the early 1950s, during the nascent period of the Nationalist state 
in Taiwan, the signing of two treaties further reinforced both the le- 
gality and the political actuality that the territorial and jurisdictional 
scope of Nationalist China was to be confined to the islands of Taiwan 
and the Pescadores only. One was the 1952 peace treaty between Taipei 
and Tokyo, and the other was the 1954 mutual defense pact between 
Taipei and Washington. These two treaties legitimized Nationalist gov- 
ernance on Taiwan, elevated the international status of the Nationalist 
government, and made Chiang’s island redoubts more secure against 
Communist military threat. On the other hand, whether the National- 
ists liked it or not, the content, spirit, and scope of application of these 
two treaties also bore strong implications that would eventually lead to 
the legalization of an islands-rooted Nationalist Chinese state. In retro- 
spect, while Chiang Kai-shek endeavored to legitimize his Taipei-based 
regime as the central government representing the whole of China by 
entering into more international agreements, ironically, the two trea- 
ties he signed with Japan and the United States only demystified such 
a claim. 

As the Korean War came to a halt in the summer of 1953 with the 
signing of an armistice, the withdrawal of two exiled Nationalist forces 
in northern Burma and Vietnam signified the end of the marked Na- 
tionalist military presence on the East Asian continent. Chiang Kai- 
shek was deft enough to try to utilize the two withdrawal operations 
to seek more U.S. support for other military ends. Yet the political col- 
oration that the absence of Nationalist forces on the Asian mainland 
brought about was not unremarked. Henceforth, any Nationalist gov- 
ernment official statement about or expression of a hoped-for military 
return to the Chinese mainland could only prove increasingly less 
persuasive. 

The realignment between the United States and Taiwan-based Na- 
tionalist China in 1954-1955 was depicted by Chiang Kai-shek as his 
greatest achievement since the end of World War II. To the Americans, 
the official alliance with the Chinese Nationalist government provided 
a legal basis for their acquisition and operation of military bases and 
installations on Taiwanese soil. It also led to the disposition of U.S. 
land, air, and sea forces on the island, a crucial step forward following 
the agreements reached in 1951-1952, when the U.S. Military Assis- 
tance Advisory Group (MAAG) was given access to Taiwan’s airfields 
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and port installations on an ad hoc basis. Accordingly, the 1954 mu- 
tual defense pact bore great significance in terms of America’s mili- 
tary security buildup in the Cold War’s East Asian theatre. 

And yet, for Chiang, reentering a coalition with the Americans was 
not without its costs. He could not have been unaware that one key 
consequence of such realignment would be stronger U.S. influence, if 
not control, over his future military enterprises against the Chinese 
mainland, and the existence of two de facto political entities on both 
sides of the Taiwan Strait. A politically pragmatic Chiang was also a 
man with a strong will and a lot of determination. In the years that fol- 
lowed, he did try to challenge, if not break, the framework created by 
the 1954-1955 realignment and contemplated resorting to military 
means to recover the mainland, first in the late 1950s and then again in 
the early 1960s. Nevertheless, the complicated historical developments 
at the formative stage of the Nationalist Chinese state on the island of 
Taiwan, as delineated in the this text, had made such a plan virtually 
impossible. In this regard, the “patron-client state relationship” frame- 
work is useful in reexamining the bilateral interactions between the two 
sides.” Being a client state, small Taiwan could never guarantee its secu- 
rity without support and assistance from the United States. When dealing 
with the United States, Chiang could be extremely adept at manipulating 
his American patrons and, for all intents and purposes, sometimes suc- 
cessful in enlarging his room for maneuver, even as he chafed against 
restrictions put in place by his paymasters in Washington. 

Within a relatively short decade, from the mid-1940s to the mid- 
1950s, Taiwan was transformed from a Japanese colony to a province 
of postwar China, and then from an island frontier to the center and 
the final power bastion of the exiled Nationalist Chinese state. The 
process of making an island state was intriguing, contingent, inadver- 
tent, full of political bitter-sweetness, and never intended when the fate 
of Taiwan and the Pescadores was first planned in the middle of World 
War II. In hindsight, perhaps a more striking fact was that the United 
States, from the government organization down to various individuals, 
with their policy planning and theorizing, actions and inactions, had 
played a crucial role in the formative years of this state. 

This book explores the creation of an accidental island state of 
Taiwan, with special emphasis on the roles the Chinese Nationalists 
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and the Americans played. To be sure, the actions and inactions, suc- 
cesses and failures of the third party—the CCP/PRC—are no less con- 
sequential in the making of this unintended state and deserve future 
study. With the further release of declassified U.S. official records and 
accessibility of the personal papers and files of top Nationalist leaders 
during the past decade, a reevaluation of the formation of the Nation- 
alist Chinese state in Taiwan, with an emphasis on the unique role the 
United States played, is not only possible but necessary, particularly 
when, in recent years, a school of thought has begun to argue that the 
United States should “abandon” Taiwan in return for a better relation- 
ship with the PRC.’ A thorough investigation of the historical forma- 
tion of the separate ROC state on Taiwan and the roles the Americans 
played in this state formation will help us see the “abandoning Taiwan” 
thesis more clearly. It is my hope that this book will provide a first step 
toward understanding the history of a complicated and intricate trian- 
gular game, the repercussions of which continue to be felt today. 


li 


Taiwan in the Balance 


DURING THE FIRST DAYS of November 1943, Chiang Kai-shek was hard 
pressed to prepare for an important event unprecedented in China’s 
recent history. On October 31, in the midst of his long war with Japan, he 
received a cordial invitation from U.S. President Franklin D. Roosevelt 
to partake in a summit that was to be held in Cairo within a month. 
Chiang was fully aware of the enormous historical significance of 
representing Nationalist China, now recognized as one of the Big Four 
powers! in the world, to meet with top leaders from the United States 
and Britain. Chiang, who should have been much elated and excited, 
nevertheless confessed that the forthcoming summit had made him 
feel rather “hesitant and uneasy.”? In the weeks that followed the in- 
vitation, Chiang and his top aides were hastily forging the agenda to 
be discussed with their Allied counterparts. This was no easy task. On 
the morning of November 18, 1943, just a few hours before his special 
flight was about to take off from Chongqing, Nationalist China’s war- 
time capital, Chiang finalized a list of seven outstanding issues to be 
broached in Cairo. The restoration of China’s various “lost territories” 
was one of them; and with much deliberation, it was determined that 
the return of two territories from the Japanese, Manchuria and Taiwan 
(including the Pescadores), should be presented at the conference table.? 

For the Nationalist Chinese, adding Taiwan to their “lost territo- 
ries” category awaiting restoration was a long and evolving process, 
entangled in both political calculation and uncertainty. From a real 
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political perspective, up to the attack on Pearl Harbor in December 
1941, Nationalist officials had not considered Taiwan to be in the same 
category as other mainland territories lost to Japan in more recent 
years, notably Manchuria. The island had been officially ceded by the 
Qing imperial court to Tokyo in the 1895 Treaty of Shimonoseki after 
China’s defeat in the war with Japan. In contrast, Japan’s conquest of 
Manchuria and its subsequent sponsorship of the puppet “Manchukuo” 
regime in the early 1930s had never resulted in Nationalist China’s re- 
linquishing its claim of sovereignty there. Along with its formal dec- 
laration of war on Japan after Pearl Harbor, the Nationalist government 
nullified all treaties between the two countries. Only then did Chiang 
Kai-shek and his associates formally and publicly include the recovery 
of Taiwan in their war aims.* 

Regarding Taiwan’s relations with the Chinese mainland, it should 
be noted that Chiang Kai-shek had harbored shifting perceptions and 
mindsets at different stages of his political career. His ever-changing 
attitudes toward the island-mainland relationship, to a considerable ex- 
tent, also reflected how other top Nationalist government leaders per- 
ceived the issue. In October 1921, while still a young revolutionary 
struggling for the very survival of the KMT power base in southern 
China, Chiang stepped onto the soil of Taiwan for the very first time. 
Having conducted a business trip to Guangzhou (Canton), where he 
met his mentor Sun Yat-sen, Chiang set out for Shanghai via the sea 
route. While taking a short transit break in Keelung, the island’s north- 
ernmost port, Chiang observed that the port was ill-managed and the 
staff poorly disciplined, which led him to note in his diary that “the 
fate of imperial Japan is doomed.”® 

Chiang’s preliminary, negative impression of Japan’s colonial rule 
over Taiwan was not, however, coupled with any indication that he was 
thinking about the island’s return, whether immediately or in the fu- 
ture, to the Chinese motherland. By the spring of 1927, the Northern 
Expedition under Chiang’s leadership was under way. On March 11, in 
his field headquarters in Nanchang, Chiang hosted a private meeting 
with an unusual visitor from Japan, Yamamoto Jotaro, the personal 
envoy of Tanaka Giichi, a heavyweight politician who would become 
Japan’s new prime minister within a few weeks. Exchanging view- 
points about the future of East Asia, Chiang advised his Japanese 
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guest that in order to build a lasting friendship between China and 
Japan, both Korea and Taiwan should be free from colonial rule. If 
Tokyo was willing to assist the Koreans and the Formosans in achieving 
their national liberation, Chiang stated, it would fully demonstrate 
Japan’s goodwill and friendship toward its East Asian neighbors.°® 

The “lost territories” depicted in Sun Yat-sen’s notable 1924 Three 
People’s Principles included all or parts of Korea, Vietnam, Burma, the 
Ryukyu Islands, Bhutan, Nepal, Taiwan, and the Pescadores. Always 
claiming to be Sun’s faithful follower, Chiang would no doubt keep his 
mentor’s words as his personal goal.’ On various occasions, Chiang un- 
hesitatingly made known to the outside world that his government 
and party would endeavor to restore the territories China had previ- 
ously lost to the imperialist powers, a political and rhetorical message 
that had almost become a cliché. Nevertheless, throughout most of the 
1920s and the 1930s, no leader of the Chinese central government, 
whether located in Peking or, after 1928, in Nanjing, made any serious 
effort to claim that Taiwan was a legal part of Republican China. When 
Chinese constitutions were drafted in 1923, 1925, 1934, and 1936, rec- 
ognizing practical realities, Taiwan was never claimed as a province 
or even a special region of China.® 

Before the attack on Pearl Harbor, indeed, the Nationalist govern- 
ment acted in a manner consistent with viewing Taiwan as a foreign- 
ruled territory. In 1929, following negotiations with the Japanese 
government, the nascent Nationalist regime in Nanjing agreed to open 
a consular post in Taipei under the jurisdiction of its legation in Tokyo. 
In April 1931, when the Chinese Consulate General was officially 
established in Taipei, Lin Shaonan, a close associate of Chiang Kai-shek, 
was made Nationalist China’s first consul general on the island. The 
consular post operated well for several years. It was not until February 
1938, seven months after the Marco Polo Bridge incident, that the Na- 
tionalist consular staff was forced to leave the island.’ 

The Japanese all-out invasion of China in the summer of 1937 
brought no immediate change in the Nationalist attitude toward 
Taiwan. When addressing his party cadets in April 1938, shortly after 
the Nationalist Consulate General was shut down in Taipei, Chiang 
Kai-shek argued from a pragmatic and strategic perspective that his 
government should endeavor to defy Japanese colonial rule of Korea and 
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Taiwan and to set free the peoples of the two territories so as to con- 
solidate war-threatened Nationalist China’s defense line against Japan’s 
military encroachments. However, Chiang did not call for Taiwan’s re- 
turn to China. Nor did he mention how the Nationalists should define 
or redefine their relations with these two Japanese colonies after their 
political liberation from Tokyo.!° 

As China’s war with Japan continued, more and more Taiwanese 
staked their future with the Nationalist Chinese in political and mili- 
tary terms. Beginning in late 1938, the islanders who had fled to the 
mainland, later known as “half-mountain people” (banshan ren), and 
their sporadic anti-Japanese organizations had gradually come together 
to formally establish the Taiwan Revolutionary League (Taiwan Geming 
Tongmenghui) in February 1941. Earlier, in September 1940, the Taiwan 
Party Headquarters Preparatory Office had also been established under 
the supervision of the KMT Central Organization Department, thus 
marking the beginning of the Nationalist official connection with the 
Taiwanese. In a meeting held in March 1942, members of the Taiwan 
Revolutionary League discussed the formation of a Taiwanese army, es- 
tablishment of a Taiwan provincial government under the KMT aegis, 
and support for China’s repossession of the island. Shortly afterward, an 
editorial published in Yishibao (Social Welfare), a Chongqing newspaper, 
advocated that “the Chinese government should make a fresh declara- 
tion of its claim of sovereignty over the island removing from the minds 
of other nations the conception of Formosa as a colony, and encouraging 
the Formosans themselves to redouble their efforts against the enemy.” 
American diplomats surmised that the league had begun agitating 
for Taiwan’s return to China because of public discussion of indepen- 
dence for Korea, which Chongqing had previously viewed on a par with 
Taiwan." 

Nonetheless, top Nationalist echelons moved cautiously with re- 
gard to the Taiwan issue. In April 1943, the aforementioned Taiwan 
Party Headquarters Preparatory Office was expanded into a “KMT 
Centrally Administered Taiwan Executive Committee” when Chiang 
Kai-shek found it imperative to create a political mechanism to accom- 
modate more “half-mountain people.” Although it was always di- 
rectly attached to the KMT Central Party Headquarters, as were KMT’s 
provincial party headquarters elsewhere, the term “province” never 
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appeared in any pre-recovery name of the Taiwan Party Headquarters. 
Nor had Chiang expressed his consent to the idea of creating a Taiwan 
provincial government-in-exile on the mainland, as proposed by some 
pro-Nationalist Taiwanese elites in China. As of mid-1942, planning- 
level officials within the Nationalist hierarchy remained cautious, if 
not uncertain, about Taiwan’s return to China.!? Both U.S. military in- 
telligence analysis in the early 1940s and contemporary researchers 
have argued that at this juncture Japanese colonial Taiwan’s future 
relations with China were quite murky. It remained undetermined 
whether the island would become a province of China, or a special dis- 
trict under Chinese or Allied control following Japan’s surrender.'* 

As the summit in Cairo neared in November 1943, understandably, 
Chiang Kai-shek and his top aides found it imperative to work out a 
clear definition of China’s territories “lost” to the Japanese. At this junc- 
ture, geostrategic concerns came to dominate top Nationalist leaders’ 
attitude toward this issue.!> Just half a year prior to the Cairo Confer- 
ence, Chiang published China’s Destiny, in which he drew an idealized 
picture of postwar China’s territorial and defense landscape. According 
to Chiang, China’s peripheral areas, including Manchuria, Taiwan, the 
Ryukyu Islands, Mongolia, Xinjiang, Tibet, and even the remotest Pamir 
and Himalayan regions, were all “strategically essential” for the coun- 
try’s postwar national defense.'° Chiang’s grand statements, dealing 
with such sensitive subjects as China’s likely territorial expansion, mo- 
mentarily invited both mixed reaction and speculation from abroad. 
While the British were apprehensive about Chiang’s professed ambi- 
tions toward Tibet and adjacent territories under the British Raj, the 
Americans seemed comparatively relieved. President Roosevelt, for ex- 
ample, was more than pleased to have the Ryukyu Islands return to 
postwar China, an idea he had advanced to the Nationalists in 1942.1’ 
As the summit became imminent, however, Chiang was at least perspi- 
cacious enough to differentiate idealism from realpolitik when dealing 
with international affairs. To persuade the other Allied leaders that 
it was in their best interest to support China’s territorial restoration 
after V-J Day, Chiang needed to place pragmatic considerations at the 
forefront. 

Legally speaking, the Ryukyu Islands, a quasi-independent kingdom 
paying tribute to the Qing imperial court, had never been a formal part 
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of China. Whereas the Qing lost Taiwan and the Pescadores as a 
result of its war with Japan in 1894-1895, it had lost its tributary pa- 
tronage over the Ryukyu Islands through an ambiguous and gradual 
process. In 1879, Tokyo officially made the islands into its “Okinawa 
Prefecture,” thus marking the end of the kingdom’s tributary ties with 
China. The defeat of Qing by the Japanese in 1894-1895 further dimmed 
all possible hope of the islands’ return to China’s jurisdiction, even 
nominally.!® 

If “legality” and “historical legitimacy” were concerns that might 
have discouraged Chiang from accepting Roosevelt’s goodwill and 
claiming the Ryukyu Islands back, pragmatism and realism, especially 
the consideration of war-torn China’s physical strengths in East Asia, 
played the most decisive part in determining the islands’ future. As 
Chiang Kai-shek argued on a later occasion after the Cairo summit, 
Nationalist China would continue to be in a very difficult position to 
govern Ryukyu even if the islands were returned to its territorial sway, 
due to a serious lack of naval capability in the foreseeable decades.’ 
Considering the fact that both Ryukyu and Korea were once impe- 
rial China’s tributaries rather than innately integrated parts of the 
empire, Chiang at the last minute decided to remove both territories 
from the list to be discussed in Cairo, thus leaving Manchuria and 
Taiwan as the Nationalists’ main targets to be reclaimed with the sup- 
port of their Allies.*° 


EARLY U.S. PERCEPTIONS OF TAIWAN 


The Cairo summit, as it turned out, was a huge propaganda success 
for Chiang Kai-shek and his war-torn Nationalist regime, as well as a 
morale booster to the Chinese nation as a whole. The press commu- 
niqué issued on the last day of the summit, commonly known as the 
Cairo Declaration, stated that both President Roosevelt and British 
Prime Minister Winston Churchill concurred that “all the territories 
Japan has stolen from the Chinese, such as Manchuria, Formosa, and 
the Pescadores, shall be restored to the Republic of China.””! Back in 
Chongqing, the Chinese mass media viewed the summit as a great suc- 
cess, both in dealing with territorial issues and in strengthening Al- 
lied common war efforts against Japan until the latter’s unconditional 
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surrender. The American embassy in Chongqing observed that the 
Chinese officials and people were greatly inspired, and were now 
“holding in high esteem the farsightedness of President Roosevelt 
and Mr. Churchill.”?” 

Both the Chinese officials and the people surely had reasons to cel- 
ebrate Allied support of China’s “lost territories” issue. Just a year 
before, in August 1942, a committee of editors of Time, Life, and For- 
tune published a memorandum entitled “The United States in a New 
World, II: Pacific Relations.” Regarding the structure of a new peace 
order in the postwar Pacific region, a section of this article was devoted 
to “a trans-Pacific highway.” The authors proposed that a U.S.-United 
Nations defense belt be built across the Pacific, beginning with Hawaii 
in the east and ending with Taiwan in the west as “the logical anchor 
of the line and the mighty western terminus for the air armadas of the 
United Nations.” Under this new dispensation, they argued, China 
could have predominant interest in Taiwan, where the Chinese cus- 
toms service and currency system could be introduced into the island. 
“But,” the authors argued, to make Taiwan a Chinese territory “seems 
impolitic in view of the necessity for a United Nations base there.”?3 
Readers in war-beleaguered China had been shocked and astonished 
that certain of their influential American friends argued for some sort 
of a United Nations mandate under which the Chinese population of 
the island would enjoy full autonomy and civil rights, but with foreign 
affairs, military forces, and security measures of the island controlled 
by the postwar UN authorities.”* 

Despite a somewhat different stance toward Taiwan on the part of 
the Nationalist government, the article ignited strong Chinese reac- 
tion. It was probably this article that pushed the Nationalists to become 
more forthcoming in their official intentions. In October 1942, in a pri- 
vate meeting with Wendell Willkie, President Roosevelt’s special 
envoy, Chiang Kai-shek told the American visitor that Taiwan, together 
with China’s coastal fortresses like Lushun and Dalian (Port Arthur), 
must be returned to China after the war.” A month later, on November 
3, 1942, in his first press conference since becoming Chinese foreign 
minister, T. V. Soong firmly told a group of foreign and domestic cor- 
respondents that China “will recover Manchuria, Formosa, and the 
Ryukyu Islands after the war.” Shortly thereafter, on New Year’s Day 
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1943, Sun Fo, Sun Yat-sen’s son and then president of the Legislative 
Yuan, published an article in the KMT official organ, Central Daily, 
attacking the Time-Life-Fortune memorandum for “ignoring China’s 
determination to recover Taiwan.”’ Sun’s statement was followed the 
very next day by an article written by Shao Yulin, director of the Infor- 
mation Department of the Foreign Ministry, published in the influential 
Da Gong Bao (The Impartial Daily) and in Central News Agency dis- 
patches. Shao expressed his astonishment that anyone should place the 
issue of security above the principle of self-government. He asserted that 
China’s allies should not expect its cooperation on matters of interna- 
tional security unless Chinese sovereignty over the lost territories was 
unconditionally restored.** 

These strong reactions prodded Washington to clear the air with 
Nationalist high officials. In a meeting with T. V. Soong in March 1943, 
Under Secretary of State Sumner Welles stressed that “the Chinese, the 
British and the Americans were very much in accord” concerning the 
steps to be taken in the Far East after the war was won. Welles particu- 
larly assured Soong that Formosa must be returned to China, and that 
Chinese sovereignty should once more be reestablished over Man- 
churia.” Although the Nationalists had secured Washington’s promise 
that Taiwan would be returned to China, differing voices arguing for 
Taiwan’s postwar internationalization and U.S. special interests on 
the island persisted. A memorandum issued by the U.S. Office of War 
Information in mid-1942 emphasized that Taiwan had long been a nat- 
ural and strategic springboard for Japan’s program of conquest. More 
saliently, as Washington’s military and intelligence chiefs noted, there 
had been a large increase in electric power and war manufacturing on 
the island, which might be of considerable strategic value to the United 
States.°° In his response to inquiries from the Chinese mass media about 
Taiwan’s future status, John K. Jessup, a special advisor to Fortune mag- 
azine, still insisted that Taiwan’s internationalization was the best way 
to stabilize and revive a struggling, postwar Far East. Jessup’s incen- 
diary argument, translated and circulated in Chongqing, did nothing 
but intensify the cross-Pacific debates over the island’s future in the 
postwar era.*! 

George H. Kerr’s ideas about Taiwan represented yet another ex- 
ample of how an amorphous and somewhat “politically incorrect” 
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concept about the island’s political future was gaining currency in the 
United States during wartime. Born in Pennsylvania, Kerr was a stu- 
dent in Japan from 1935 through 1937, after which he went to Taiwan 
and became a teacher of English language in Taipei until 1940. Given 
his personal experience in Japan and colonial Taiwan, Kerr became a 
Taiwan expert in the navy after he returned to the United States to 
serve as a lieutenant in the navy reserves.*” 

In early 1942, while working as an analyst and consultant on Taiwan 
in the War Department, Kerr drafted a memorandum that explored pos- 
sible alternatives for the island after the war, advocating some form of 
international control; the creation of a security base on the island in 
the south; and the use of Taiwan’s abundant agricultural, forestry, and 
water resources in a postwar reconstruction program. The draft was 
developed into an official memorandum in July, when the chief of the 
Far Eastern Division of the Military Intelligence Service was asked to 
state the division’s views about Taiwan’s occupation as part of a general 
strategy. In the memorandum, Kerr suggested that China would not be 
able to assume exclusive control of Taiwan for two reasons: There were 
not enough Chinese administrators and technicians available to manage 
the island’s complex economy, and there were ever-present dangers of 
intolerable exploitation by Nationalist political leaders, army, and party 
cliques, “who were a curse to China.”** It was evident to Kerr that 
Taiwan was many years more advanced than the Chinese mainland 
in terms of technological organization, as well as in its general stan- 
dard of living. As Kerr saw it, the Nationalist government had “no 
surplus of trained manpower to spare for the job” which would have 
to be carried out in Taiwan.*+ 

The timing of this memorandum, in retrospect, is intriguing. It 
came at almost the same time as the “trans-Pacific highway” concept 
appeared in Fortune. Despite Sumner Welles’s assurances to T. V. Soong 
regarding Taiwan, behind-the-scenes discussions on the island’s future 
status persisted within the U.S. military intelligence establishment 
until October 1944. To cite Kerr’s own account, three alternatives were 
brewing in these discussions. First of all, theoretically Taiwan might 
be made independent and given self-government, but in practice this 
would be difficult to bring about, even if the Taiwanese wanted it and 
the Allied nations all agreed. A second course would ensure the prompt 
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transfer of the island to China. A third program would provide for a 
temporary Allied trusteeship, during which the islanders themselves 
would prepare for a plebiscite to determine their ultimate political 
fate.*> This “trusteeship” notion, as it turned out, would provide a cru- 
cial theoretical framework for Taiwan’s early independence move- 
ment in the postwar years. 


GOING REALISTIC 


The Potsdam Proclamation, signed in July 1945 by leaders of the United 
States and Britain with the concurrence of Nationalist China and 
subsequently agreed to by the Soviet Union, stated that the terms of 
the Cairo Declaration were to be carried out. This meant that the 
promised return of Taiwan to postwar China would be honored by 
the Allies. The issuance of these declarations did not hamper the 
ongoing U.S. war and strategic planning in the Pacific theater. Nor did 
such a diplomatic gesture play a crucial role in modifying U.S. military 
operations against the Japanese facilities in Taiwan, or in slowing draft 
plans for U.S. military occupation of the island as a first step toward an 
all-out invasion of Japan proper.*® More realistically, despite an Allied 
concurrence regarding restoring China’s sovereignty in the “lost” ter- 
ritories, the issue was how to define Taiwan sovereignty. For example, 
while President Roosevelt agreed that Manchuria should be returned 
to the Chinese, he also spoke of a “free zone” for solving a likely 
Chinese-Soviet dispute there after the war.?” On Taiwan, from the 
Cairo Declaration until the Japanese surrender in the summer of 1945, 
questions had never ceased to be raised among Washington’s top strat- 
egists regarding Allied operational planning for the initial postwar 
treatment of that island. For instance, what would be the legal status 
of the island between the time of a Japanese surrender and the formal- 
izing of a Japanese transfer of it to China under a peace treaty? If Taiwan 
were handed over to China for administrative purposes, would it be- 
come sovereign at the same time? The general thinking was that, by 
signing the Instrument of Surrender, Japan would relinquish sovereignty 
over the island and the Chinese would reoccupy Taiwan and assume an 
interim administrative authority. It was reckoned, however, that Chiang 
Kai-shek’s forces did not have the requisite shipping capability to ferry 
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needed personnel over to the island to assume administrative func- 
tions, to say nothing of the military strength that would be needed if 
armed resistance were encountered. It was obvious that the Nationalist 
government would need American assistance to effect a successful 
reoccupation.*® 

Based on the above rationale, a majority in Washington’s military 
intelligence circles were convinced that U.S. military operations to as- 
sist the Chinese reoccupation of Taiwan should be under an American 
theater commander, who would be responsible for the establishment 
and the conduct of the military administration of civil affairs there. 
Moreover, it was contemplated that such an administration would 
continue, pending the regularization by treaty of the future status of 
Taiwan.” On the other hand, for the State Department bureaucrats, one 
important geo-strategic issue to be resolved was whether Taiwan would 
be returned to China with the understanding that “a base or bases” 
would be given to the United States, and whether it would be for exclu- 
sive American use or be operated jointly with China or collectively with 
other allied nations. Whatever the solution, a general consensus within 
the State Department was that the question of military bases should 
be kept entirely separate from the transfer of sovereignty, and that any 
effort to seek rights for bases “for general international security pur- 
poses” should be considered after Taiwan was fully restored to Chi- 
nese sovereignty. 

In the meantime, key officials in the U.S. naval establishment 
strongly felt that Washington should continue exercising authority as 
a military occupying force pending the formal assumption of Chinese 
sovereignty. Along with this rationale, there were some practical ques- 
tions as to whether the occupation of Taiwan, if carried out, should be 
an army or anavy responsibility. Eventually, by common consent, the 
navy accepted the task of preparing for such an undertaking." The de- 
cision was made despite the fact that there was little precedent for a 
naval occupation of land. 

In fact, in December 1943, shortly after the Cairo Declaration, 
training of personnel for the prospective U.S. military government on 
Taiwan, dubbed “Island X” in related documents, had been secretly 
launched at Columbia University, New York. A “Formosa Unit,” of 
which George Kerr was a member, was set up there and began oper- 
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ating in preparation for a possible American occupation and adminis- 
tration of the island.” The preparation for the island’s administrative 
takeover was accompanied by military operational planning. In Feb- 
ruary 1944, three months after the United States launched its first 
bombardment of Taipei, an intelligence report commissioned by the 
Office of the Assistant Chief of Air Staff, G-2, relentlessly detailed 
more bombing targets on the island. It specified that harbor facilities 
and shipping concentrations in Keelung and Takao (Kaohsiung), the 
two largest port cities in the north and south of the island, and the 
railroad facilities between Keelung and Taipei, and between Tainan and 
Kaohsiung, were the priority targets for bombing and air strikes. Other 
main objectives for Allied operations on the island included the electric 
power station of Jitsugetsutan (Sun Moon Lake) in central Taiwan, Mat- 
suyama (Songshan) Airport in Taipei, and other industrial infrastructure 
in Kaohsiung, Hualian, and the large Taichung district.*? These bom- 
bardment plans were carried out in November 1944, and again during the 
first months of 1945, causing enormous damage to the Japanese colo- 
nizers as well as to the people of the island. 

By the spring of 1944, while Allied bombing of Taiwan continued 
incessantly, recommendations regarding U.S. policy toward Taiwan 
were finalized by the planning-level “Country and Area Committee” 
within the State Department, together with Washington’s military and 
intelligence establishments. Both Taiwan and Japanese-controlled 
Hainan Island off Guangdong province were given significant strategic 
attention by the personnel of the New York-based “Formosa Unit.’*4 
While the planning staff strongly suggested Allied military operation 
and occupation be taken in Taiwan, curiously enough, no similar sug- 
gestions were proposed about Hainan at this stage.* Noticeably, the 
role of Chiang Kai-shek and his government were largely marginalized 
in this operational planning. It was thought that to occupy Taiwan 
after V-J Day, Chinese cooperation in the military government on the 
island would be helpful and in time would tend to facilitate a smooth 
handover to China. Nevertheless, considering U.S. postwar overall in- 
terest in the Far East, it was also recommended that, while the partici- 
pation of the Chinese Nationalists as individuals and in an advisory 
capacity would be welcomed, Washington should not invite Chongqing 
to partake in this interim administration. Rather, as the planning-level 


26 ACCIDENTAL STATE 


staff posited, decisions on the extent to which Chinese personnel would 
be included in the administration would have to depend on the extent 
of the Chinese participation in the military operations for the occupa- 
tion of Taiwan.*° 


THE TAIWAN VERSUS LUZON DEBATE 


No immediate action or top-level decision was undertaken on the in- 
house recommendations, which were laid aside to await developments 
in the military situation in the Pacific theatre. In March 1944, General 
Douglas MacArthur, supreme commander of the Southwest Pacific 
area, was directed to prepare for an invasion of the southern Philippines, 
with February 1945 as a target date for Luzon. Meanwhile, Taiwan 
would be invaded at the same time, a project that was coded “Causeway 
Operation.” Around mid-June, the Joint Chiefs of Staff questioned the 
feasibility of the Luzon attack, while MacArthur, doubtlessly remem- 
bering his “I shall return” pledge during the retreat from Corregidor, 
firmly held that attacking Luzon was essential before military forces 
could move against Japan. His reasoning was both moral and strategic: 
American prestige was dependent on its promised return to the Philip- 
pines, and Taiwan’s heavy fortifications and its distance from adequate 
logistical support made an assault on the island particularly hazardous.“ 
While the Taiwan plan was primarily a naval operation, differences of 
opinion did not necessarily form along service lines, but rather between 
Washington strategists and Pacific commanders. 

By early July 1944, MacArthur began to clash directly with Admiral 
Chester Nimitz, commander in chief of the Pacific Fleet, who strongly 
favored the Causeway Operation but with somewhat less tenacity than 
MacArthur defended the Luzon plan. While Nimitz conceded the im- 
portance of land-based air support, such as Luzon would provide for 
an assault against Taiwan, he maintained the navy’s view that “neu- 
tralization” of the Japanese air force there from the southern Philip- 
pines, along with naval supremacy in that area, might effectuate the 
seizure of Taiwan. On the question of whether Taiwan or Luzon should 
be captured first, Nimitz wavered, believing that future developments 
would determine which would be more desirable.** 

No final strategic decision was made in Washington, as the debate 
over whether to seize Taiwan or Luzon continued for another three 
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months.” During the summer, Nimitz and his cohorts paid great at- 
tention to a naval plan for the seizure of only the southern tip of Taiwan 
and a simultaneous assault against the Chinese coastal port of Amoy 
in Fujian province. The strategic importance of Amoy was to channel 
supplies to Allied bases in Central and East China from which bombing 
missions could be carried out against Japan. However, the war condi- 
tions in the China theater in mid-1944 had a pronounced influence on 
the proposed U.S. invasion of Taiwan. The successive loss of airfields 
in Southeast China to the Japanese since July 1944 indicated that a 
U.S. landing on Taiwan or on the China coast would be difficult. 
Consequently, invading Taiwan became less urgent. By September, as 
most of Southeast China fell into Japanese hands as a result of Opera- 
tion Ichigo, the island itself now had little to offer in the way of logis- 
tical naval bases that could play a role in dealing with the Japanese- 
occupied mainland.*° 

As evidence mounted against the feasibility of assaulting Taiwan, 
navy planners, including Admiral Nimitz himself, proposed bypassing 
it and proceeding northward, thus bringing the navy more in accord 
with MacArthur’s sentiments. It was these military considerations that 
finally persuaded the Joint Chiefs of Staff to retreat from the Taiwan 
plan. Hence, on October 3, 1944, orders were issued to MacArthur to 
proceed to Luzon. Nimitz was then instructed to prepare for opera- 
tions against Okinawa.*! The military plan for the conquest of Taiwan 
was never formally cancelled, but simply left by the wayside due to 
exigencies of the war.” Significantly, the likelihood of Allied military 
operations to capture Taiwan forced the panicked Japanese colonial 
rulers on the island to allow more Formosans to take part in domestic 
affairs, and to announce the recognition by law of equal treatment of 
and rights for the Formosans as compared to the Japanese. These moves, 
as Washington’s intelligence chiefs perceived, were made to boost the 
Formosan morale and to strengthen the island’s defense spirit against 
the Allies." In hindsight, these moves also became part of what created 
a distinct Taiwan history and, to some degree, a distinct identity that 
would later play a role in Taiwan’s postwar politics. 

In June 1945, when the geostrategic value of Taiwan as a staging area 
for the final assault on Japan gradually diminished after the Americans 
captured Okinawa, diplomatic and political issues surrounding Tai- 
wan’s future administrative arrangement resurfaced. According to 
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Joseph W. Ballantine, director of the Office of Far Eastern Affairs in 
the State Department at the time, by early 1945, when the Taiwan plan 
was fading away, President Roosevelt made up his mind that China 
was to be given “unconditional” possession of Taiwan should Japan 
surrender.*+ The unequivocal insistence by Chinese Communist 
leaders, such as Mao Zedong and Zhou Enlai, on Japan’s unconditional 
return of Taiwan and Manchuria to postwar China might also have 
played a part in determining Washington’s position on this issue." 

Notably, with the smooth capture of Okinawa, U.S. military hard- 
liners gradually began to shift their views about an American military 
occupation of Taiwan. Earlier, in March 1945, a top secret State-Army- 
Navy Coordinating Committee policy paper still recommended a 
careful discussion of the advisability of the U.S. armed forces estab- 
lishing a military administration for civil affairs in Taiwan, and main- 
taining it until arrangements were made for the restoration of Chinese 
sovereignty. A prompt analysis of the extent and conditions of participa- 
tion in the civil affairs administration by the Nationalist government 
was also favored.*° Because the Japanese might still organize their pro- 
posed defense system “area-by-area” and because continued resistance 
in separate regions of Japan would be likely in the final stage of the war, 
the American concept of a “military” postwar local and regional admin- 
istration in the Japanese-occupied areas gained importance.*’ In the 
meantime, both civil and military officials in Washington cautiously 
urged a careful study of such details as the possible effects of a transfer 
of Taiwan to China; the authority and responsibility to be exercised 
by the proposed military government in the island’s civil affairs; and 
the problems that the civil affairs authorities would encounter vis- 
a-vis the Chinese Nationalists.” They particularly foresaw issues re- 
garding how to best deal with the tremendously lucrative Japanese 
properties on the island. As originally planned by the Coordinating 
Committee, the United States would play a substantial role in setting 
up basic rules of international law pertaining to the treatment of public 
assets and private property; in facilitating an early integration of Tai- 
wan’s economy with that of China; and in supervising “the use of Chi- 
nese and Formosan Chinese in the operation of Japanese enterprises 
on the island.”? 

However, things changed dramatically after the capture of Okinawa 
in June 1945, when Taiwan’s takeover increasingly became a side issue. 


TAIWAN IN THE BALANCE 29 


Now the consensus in Washington was that only if the island were 
taken by U.S. forces in the course of combat operations would it be nec- 
essary to establish a military government there, and that in such an 
event, Taiwan should be turned over to the Chinese as soon as this 
could be arranged without awaiting the formalization by treaty of Chi- 
nese sovereignty over the island. It was also envisaged that, although 
some operational plans for secret intelligence penetration of Taiwan 
might be necessary, if an American military government was not estab- 
lished in consequence of combat operations, the island should be occu- 
pied and administered by the Nationalist Chinese from the outset.°! 
One week after the Japanese surrendered on August 15, 1945, the afore- 
mentioned policy papers and action recommendations were rendered 
moot as, according to Washington, the situation had “been overtaken 
by events.” 

This change of stance, wrought by the State-War-Navy Coordinating 
Committee, proved decisive; before World War II came to an end, some 
American officials had envisioned or toyed with the idea of some sort of 
institutional and legal arrangement that would separate Taiwan from 
the administrative system to be restored on the China mainland. In 
the end, because of the exigencies and unpredicted factors, the U.S. 
government embraced a swift takeover of Taiwan by the state organ of 
Nationalist China. As Taiwan was no longer needed by the Americans 
to prosecute war with Japan, tides of war in the Pacific would deter- 
mine Taiwan’s fate as an accidental state. More specifically, the with- 
drawal of a powerful American involvement in the occupation of 
Taiwan, including the U.S. role in the takeover and management of the 
assets left by the Japanese colonial rulers, brought about serious conse- 
quences during the Nationalist administration on the island that 
would become discernable in the following years. 


DEFINING ISLAND-MAINLAND RELATIONS 


To the United States, as shown above, the final decision not to invade 
Japanese-held Taiwan and govern the island after V-J Day largely re- 
sulted from pragmatic military and strategic concerns. Moreover, Na- 
tionalist China under Chiang Kai-shek was not only a close ally of the 
United States against the Axis powers, but the only Allied claimant 
to Taiwan during World War II. Washington’s decision therefore was 
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reasonably welcomed and deemed in good faith by the Nationalists. Be- 
hind the scenes, however, top Nationalist Chinese leaders’ true inten- 
tions toward Taiwan deserve a second look. 

The positive effect of the Cairo Summit on political propaganda, 
national morale, and regime prestige was surely one important factor 
prompting Chiang to bring Taiwan into China’s postwar territorial 
planning. In Chongqing, local mass media brooked no delay in reporting 
how the anti-Japanese Formosan elites on the Chinese mainland were 
inspired by the Cairo Declaration, and how grateful they were to the 
marvelous job the Nationalist government had done.®? Underneath the 
glamorous political publicity about Taiwan’s return to the motherland, 
Chiang had a larger picture in mind. He no doubt cast his eyes on the 
rich colonial resources on the island. With Taiwan’s retrocession now 
guaranteed by the Allies, his regime felt justified in taking over the is- 
land’s rich war materiel, assets, properties, enterprises, and infrastruc- 
ture, whether publicly run or privately owned, as legal compensation 
from a defeated Japan for China’s war damage. Strategically, given China’s 
limited naval capability, using Taiwan as an ideal maritime base for 
joint naval cooperation between China and the United States would 
also serve as a very attractive postwar military disposition.“ 

This rosy picture, however, did not guarantee comfortable or smooth 
policy planning for the island’s future governance. In April 1944, the 
Taiwan Investigation Committee under the ministerial-level Central 
Planning Bureau was formed in Chongqing, and Chiang Kai-shek 
named Chen Yi, former governor of Fujian province, to head the com- 
mittee. The appointment was significant, as it implied that Chen would 
very likely become the future governor of the island after its recovery. 
The reasons why Chiang chose Chen merit our attention here. Chen 
shared a similar background with Chiang: both were natives of Zhe- 
jiang Province; both had attended military school in Japan; both were 
alleged to have Japanese mistresses; and both had been associated with 
the Shanghai underworld.® From a political point of view, during war- 
time the Central Planning Bureau was under the control of the Po- 
litical Science Clique (Zheng Xue Xi}, one of the largest cliques within 
the KMT party. Because the bureau was mainly responsible for plan- 
ning postwar China’s territorial and administrative takeover opera- 
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tions, the Political Science Clique was in a favorable position to create 
its own postwar power base. This fact was not difficult to discern: 
Xiong Shihui and Chang Kia-ngau, two powerful figures within the 
clique, were entrusted to take over Manchuria, while Taiwan was made 
a satrapy of Chen Yi, another core member of the clique. 
Pragmatically speaking, for over seven years Chen Yi had served 
as governor of Fujian, a province directly across the strait from Taiwan 
and the most important Allied base of intelligence and infiltration 
operations during the war. As one U.S. military intelligence report 
depicted, in the midst of the war Fujian served as both a useful site for 
Allied radio and pirate control stations, and an ideal base for anti- 
Japanese raids and smuggling into Southeast China.” The geograph- 
ical proximity between Fujian and Taiwan placed Chen in the best 
position among his fellow Nationalists to get firsthand information 
about the island. Before China’s war with Japan, Chen was one of the 
very few from the Nationalist hierarchy to have personal experience 
in colonial Taiwan. In 1935, Chen was invited as an honored guest of 
the Japanese colonial authorities in Taipei, where he attended the cer- 
emonies and the Taiwan Fair celebrating the fortieth anniversary of 
Japanese rule over the island. Chen’s visit extended as far as Taichung, 
Tainan, Kaohsiung, and Sun Moon Lake in the central island. Deeply 
impressed by the infrastructural and societal progress of the island, 
Chen publicly congratulated the Formosans on their “fortunate posi- 
tion.” After returning to Fujian, Chen submitted a detailed survey re- 
port to Chiang Kai-shek, in which he proposed that Taiwan’s economic 
development models should be applied to Fujian and other coastal 
provinces in Southeast China.°* Chen’s knowledge about, and experi- 
ence in Taiwan were sufficient to convince top Nationalist leaders 
that he was not only an old Japan hand, but also a new Taiwan hand. 
From the Nationalist government’s standpoint, handling postwar 
Taiwan affairs required political sophistication as well. The Taiwan In- 
vestigation Committee under Chen Yi included both mainland Chi- 
nese officials and a group of Taiwanese leaders who had a history with 
the KMT. Cooperation with these “half-mountain” elites, who were 
expected to serve as an important bridge between the island and the 
central government, became a key facet of Nationalist China’s postwar 
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planning on Taiwan. However, when it came to such fundamental 
issues as Taiwan’s relations with mainland China after the war, 
reaching a consensus within the committee was not always easy. Right 
from the outset, the committee members had been struggling to de- 
fine the island’s future political structure. In general, Nationalist bu- 
reaucracy mainlanders tended to regard Taiwan as a newly restored 
oceanic frontier that needed to be administered differently from prov- 
inces on the mainland. Given the island’s colonial experience, this 
group favored a specialized postwar status for Taiwan, believing that 
the island should not be treated as a regular province nor as a frontier 
region like Xinjiang or Mongolia. They argued that Taiwan’s excep- 
tional status was necessary given the political uncertainties Japan’s 
surrender might bring about. In other words, there might be an Amer- 
ican military operation on Taiwan leading up to V-J Day, and the island 
might be regulated under an Allied military government, preferably 
run by the Chinese Nationalists, for a transitional period. Under such 
circumstances, it was unlikely that the island could become a normal 
province.” 

Wartime planning for training new government bureaucrats to be 
sent to Taiwan to manage the island’s postwar administration clearly 
showed how the Nationalist high authorities initially perceived the is- 
land’s status vis-a-vis China. In response to Chen Yi’s question about 
launching an urgently needed personnel training program for postwar 
Taiwan, Chen Lifu, then Nationalist minister of education and leader 
of the influential Central Club Clique (CC Clique) within the KMT, 
proposed that the program be launched in Fujian, where a new National 
College of the Maritime Frontier should be established. He cautioned 
that the training program should be carefully designed to meet Tai- 
wan’s “distinctive colonial environment.”’! Chen’s rationale here was 
indeed very close to what Chiang Kai-shek had in mind. As revealed 
in his personal diary shortly after the war ended, Chiang thought that 
Taiwan’s special geopolitical background and colonial experience had 
given it a unique character. Therefore, Chiang believed the island would 
best serve as a maritime base in postwar China’s eastern sea frontier. 
In this regard, future Nationalist personnel dispatched to work on the 
island, as Chiang noted, should be specially nurtured and educated so 
as to fit in with Taiwan’s postcolonial environment.” 
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The Taiwanese members in the Investigation Committee, however, 
harbored somewhat different views about their home island’s future po- 
sition and its governing structure. They admitted that, as the island had 
been under Japanese colonial rule for fifty years, social conditions there 
were indeed very different from those in other mainland provinces. Yet, 
at the same time they worried that placing too much emphasis on 
Taiwan's “foreignness,” “frontier character,” or “colonial experience” 
would lead to an inevitable marginalization of the island’s position in 
the postwar Chinese political and territorial structure. Xie Nanguang, 
an advocate in Taiwan’s anti-Japanese movement in the 1920s who had 
subsequently been involved in the KMT’s intelligence activities on the 
island in the 1930s and the 1940s, made it plain in 1944 that he consid- 
ered the Nationalist government’s frontier and ethnopolitical policy in 
China’s ethnic borderlands “a total failure.” Therefore, the last thing 
he desired was to see Taiwan being returned and governed as another 
frontier territory.” 

Huang Chaogqin, another active “half-mountain” member in the 
Investigation Committee, shared the same uneasiness. To avoid a 
relatively modernized Taiwan being ruled as postwar China’s new fron- 
tier, Huang suggested that the island be considered as an “experi- 
mental province” of China, with its own provincial constitution and 
appropriate political mechanisms to accommodate its unique po- 
litical and societal conditions.” Ke Taishan, noted for his anti-Japanese 
revolutionary endeavors in the 1940s, expressed his concerns that the 
United States might take advantage of any military landing on Taiwan 
to dominate the island. Feeling anxious that the Nationalist authorities 
would not prioritize the postwar Taiwan issue when victory arrived, Ke 
pushed the Investigation Committee to take immediate preparatory 
measures to guarantee a smooth transfer of power on the island. As Ke 
and his fellow Formosans in the committee saw it, the most imperative 
task was to train a great number of Nationalist staff for the takeover 
operation, thus lessening the institutional gap between the island and 
the mainland.” 

During the last months of 1944, a coordinated stance on postwar 
Taiwan was gradually formed within the committee. It was generally 
agreed that the island would be governed as a “special province” (not 
a district, region, or territory) under rules different from those for other 
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Chinese provinces. The future head of the Taiwan provincial authori- 
ties would be given more power than the governors of mainland prov- 
inces. The new Taiwan provincial structure would be allowed greater 
authority to cope with the island’s political, security, economic, and 
civil affairs.” 

As the Chinese Nationalists became ready for takeover operations 
in Taiwan, their attitude grew more assertive. In July 1944, when dis- 
cussing the Chinese, American, and British postwar administration of 
liberated areas with American ambassador Clarence E. Gauss, T. V. 
Soong proposed a three-power conference to settle the issue. He told 
Gauss confidently that the Nationalist government would send its of- 
ficials into Manchuria and Formosa to undertake effective governance 
there, while the United States would send its officials into the Philip- 
pines and the British would reenter Burma and Malaya.” Having not 
heard back from Washington about the conference proposal, a month 
later Soong again pressed the American ambassador for a resolution. It 
was momentarily seen by the United States that a much more confident 
Chiang Kai-shek was now eager to secure permanent administrative 
and political dispensations in China’s postwar “liberated areas,” in- 
cluding Taiwan and the Pescadores.’® 

With research and training programs being kicked off by the Taiwan 
Investigation Committee, together with the formation of a relatively 
coordinated policy between the Nationalists and the Taiwanese “half- 
mountainers,” Chiang Kai-shek had reason to feel sanguine about gov- 
erning the expected returned Taiwan. In the summer of 1945, as Japan’s 
defeat and China’s victory was only a matter of time, Chiang and most 
of his aides in Chongqing would probably never foresee that their new 
administration on the island was destined to be a bumpy and unblessed 
one. They could have never anticipated that, only sixteen months after 
the island’s return to China, a bloody and unnecessary tragedy would 
profoundly overshadow cross-strait relations. It would not only lead to 
a reconsideration of U.S. perceptions and policies toward the island, but 
would also have a traumatic impact on the island’s politics that con- 
tinues even today. 


2 


A Troubled Beginning 


IMMEDIATELY AFTER JAPAN SURRENDERED on August I5, 1945, Chen 
Yi was appointed Taiwan’s new provincial administrator (xingzheng 
zhangguan), to serve concurrently as the island’s garrison commander. 
Generally speaking, Washington regarded Taiwan’s new provincial 
leader as an honest man and one who had gained Chiang Kai-shek’s con- 
fidence. Nevertheless, officials in President Harry S. Truman’s adminis- 
tration also observed that opinion in China had not been entirely friendly 
to Chen Yi, in part because of his corrupt subordinates back in the Fujian 
period, and in part because of his pro-Japanese tendency, “not to mention 
he had a Japanese wife.”! Such an unfavorable opinion was not wholly 
groundless. Washington’s military intelligence quarters recalled that 
during the last months of Chen’s governorship in Fujian in 1941, con- 
ditions in the provincial capital Fuzhou were so disastrous that the 
Japanese occupation forces were welcomed as a means of breaking 
Chen’s leadership. Although Chen was afforded excellent opportuni- 
ties, for example, to launch economic monopolies in the province, 
they were carried out with poor results, as many of his men advanced 
their own personal interests. As a result, even before Chen assumed 
his new post in Taiwan, some in the Truman administration began to 
fret about his performance on the island.2 This was by no means a 
good sign. 

As portended before V-J Day, the United States was largely respon- 
sible for Allied military operations at the early stages of post-colonial 
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Taiwan. Starting from late August 1945, the U.S. Navy began transfer- 
ring Nationalist Chinese divisions to Taiwan, in order to repatriate the 
Japanese troops there and to safely withdraw Allied prisoners from 
Japanese POW camps in northern Taiwan. Between August 29 and 
September 9, U.S. Navy Task Group 77.1 proceeded from San Pedro 
Bay in the Philippines to Keelung, where its planes and ships partici- 
pated in the evacuation of, and provided medical care for, 1,281 recently 
released Allied POWs. Of these, 1,160 Allied POWs, mostly Ameri- 
cans, were later transferred to Manila, while the remaining 121 POWs 
were evacuated to Taipei, where they were temporarily placed under 
the care of British Navy Task Group 111.3 then working jointly with 
its American counterpart.’ 

In the meantime, an American “Army Advisory Group” was orga- 
nized in Chongqing under the direction of General Albert Wedemeyer, 
who succeeded Joseph Stilwell as Chiang Kai-shek’s chief of staff 
in the China theater, and was now responsible for the Nationalist 
takeover in the newly liberated areas.* Between early September 
and mid-October 1945, several small-scale American military depu- 
tations arrived on Taiwan and were soon integrated into an “American 
Liaison Group” under the command of Colonel Cecil J. Gridley. Among 
the first arrivals were Colonel Reginald L. Hatt, who, acting as G-2 for 
Gridley, was in charge of intelligence affairs, and Colonel Leslie C. Card, 
who would perform as a representative from the Office of Strategic Ser- 
vices (OSS).° As the Nationalist Chinese were handicapped by a lack of 
naval transportation capabilities, they relied solely on both technical 
and advisory assistance from this liaison group for major takeover op- 
erations. On October 17, 1945, elements of the Seventh Fleet escorted 
more than forty American troopships into Keelung and Kaohsiung. 
On board were two divisions from the Nationalist 7oth Army, num- 
bering in excess of 12,000 men. Six days later, an American plane left 
Chongqing for Shanghai, bearing General Chen Yi and his official party 
for their new provincial administrative duties on Taiwan.’ 

The beginning of Nationalist Chinese recovery of Taiwan seemed 
both unimpressive and inauspicious. According to the American Li- 
aison Group, Chinese army personnel arrived without bedding or 
clothes and seized what they needed. To facilitate their operation, the 
Chinese army units had to inform the defeated Japanese with shame 
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that the Americans in this group were their advisors, and thus they 
were acting according to the group’s instructions.® George Kerr, now 
an assistant naval attaché in the U.S. embassy, who escorted Chen Yi 
to Taiwan, recalled that the Chinese officers arriving at Keelung begged 
the Americans to send an advance unit overland through the narrow 
valleys leading to Taipei some eighteen miles away, as they had heard 
that vengeful Japanese suicide squads lurked in the hills. Formosans 
soon heard this and laughed at the “shambling, poorly disciplined, and 
very dirty” Chinese Nationalist troops as they marched. According to 
Kerr, local Taiwanese began teasing that the Chinese “victors” ven- 
tured into Taiwan only because the United States stood between them 
and the dreaded Japanese. Kerr went as far as to accuse Chen Yi and 
his entourage of seizing every opportunity to cause the Americans a 
public loss of face on the island. One example took place during a great 
parade prepared for Chen and the Americans. It was arranged that Chen 
would ride in the motorcade near the head of the possession, with the 
senior American officers somewhere near him. However, it turned out 
that the Americans’ escorts had faded away, eagerly scrambling for 
space as near Chen’s car as possible. Other Americans in the liaison 
group were left to find their own way to the last car in the line. This 
“small unnecessary official discourtesy,” Kerr exclaimed, was unmis- 
takably due to a desire to cause the Americans a public loss of face.’ 

George Kerr’s somewhat exaggerated narration may be balanced by 
accounts given by the British, who took a more sympathetic attitude 
toward the Chinese. A Foreign Office field report pointed out that the 
first Nationalist troops to land in Taiwan, the 7oth Army, were actually 
well disciplined, and the impression they created was not unfavorable. 
It was the 107th Division, arriving later and taking up quarters in 
Taipei, which created the most adverse impression.!° In any case, with 
the assistance of their American allies, the Nationalists were at last 
able to fulfill the Allied General Order No. 1, accepting the surrender 
of the Japanese armed forces in Taiwan. 

By early April 1946, when the last Japanese soldier had left the is- 
land, the American Liaison Group also withdrew, having no further 
“official duties to perform” on the island.!! Indeed, at this point the 
Americans acted according to what they had planned. A policy guide- 
line set up in the spring of 1945 clearly demonstrated that one key 
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purpose of Washington’s military policy to China in the immediate 
postwar era was to assist the Nationalists in maintaining peace and 
security in the liberated areas of Manchuria and Taiwan, “without un- 
dertaking the governance of these territories.”'* Shortly after V-J Day, 
Washington further dropped any discussion of issues surrounding the 
Chinese jurisdiction over Taiwan and the Pescadores. Still, experts like 
George Kerr did not cease to claim that, in a strict legal sense, transfer 
of the sovereignty of Taiwan had to wait until a formal peace treaty 
with Japan was concluded. There was also no shortage of military con- 
cerns over America’s future interests in Taiwan; between November 
1945 and November 1946, the proposed arrangement for a comprehen- 
sive aerial mapping of Taiwan fully exemplified the high estimation 
Washington held over the island’s strategic importance even during 
peacetime.!’ 

Nonetheless, the fact that no Allied powers voiced any doubts about 
Chen Yi’s new provincial administration suggests that, however 
controversial or imperfect it was in the early postwar years, the Na- 
tionalist government’s de facto control of the island had been generally 
recognized. In the summer of 1947, when General Wedemeyer led a fact- 
finding mission to a Nationalist China that was rapidly becoming 
dispirited, a confidential State Department memorandum prepared for 
him still maintained this political understanding.'* When the Amer- 
ican Liaison Group completed its task and departed from Taipei, no one 
predicted that, within years, the legal status of Taiwan, and the suit- 
ability of Nationalist rule over the island, would erupt as one of the 
most pressing issues confronting the Truman administration. 


THE CHEN YI ADMINISTRATION 


At the beginning, with both military and civilian authority central- 
ized in Chen Yi’s hands, the new provincial administration was oper- 
ating rather well. As one British consular report reckoned around 
mid-1946, Chen was having considerable success with the problem of 
“controlling a population that was only in name Chinese and was in 
fact insular and almost alien.’!° Chen, as depicted by former OSS in- 
telligence analysts who were now affiliated with a new research bu- 
reau within the State Department, had particularly done a good job of 
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transforming the island’s rich Japanese assets into the Nationalist prop- 
erties for China’s postwar rehabilitation and reconstruction.!ć This, in 
hindsight, could not have been achieved without America’s nonin- 
volvement in post-colonial Taiwan’s internal disposition, which only 
occurred because the idea for a greater U.S. role was dropped the last 
minute. In late 1946, Taiwan’s provincial government had controlled 
a command economy made up of 70 percent of industrial wealth 
and 72 percent of Taiwan’s land.!’ By mid-1947, former Japanese assets, 
businesses, and industries, both state-run and privately-owned, taken 
over by Chen Yi’s administration amounted to 15.66 billion in Nation- 
alist Chinese currency (fabi), which was approximately 7.83 million 
in US dollars. In addition, a total of 987 units of Japanese “enemy 
enterprise property” were confiscated by the provincial authorities, 
among which 494 units were incorporated into Taiwan’s public-owned 
enterprises.!® 

Attracting foreign companies and investments for joint ventures in 
Taiwan quickly grew in importance among the Nationalist central au- 
thorities in Nanking. In mid-1946, keen discussions were underway 
concerning which American or U.S.-based oil companies, such as the 
Texas Company, Standard-Vacuum, and Shell, might join the Chinese 
Petroleum Corporation in owning an oil refinery in Kaohsiung. Weng 
Wenhao, Nationalist vice premier in charge of the project, was con- 
vinced that it would be much easier to launch a petroleum refinery 
and a development partnership with foreign companies in Taiwan than 
in Manchuria, where Soviet influence remained unfavorably strong 
and the political situation remained delicate.!? Weng estimated that 
$3,700,000 was needed to rehabilitate the Kaohsiung refinery and 
develop petroleum potentialities in southern Taiwan, and he urged 
Washington to support this project. And yet, the Nationalists had no 
intention of turning the Chinese Petroleum Corporation into a pri- 
vate enterprise, because they considered controlling petroleum prod- 
ucts critical to assuring that supplies would not go into Communist 
hands. As a result, the State Department deemed it inappropriate to 
participate in a project where a state-owned enterprise functioned both 
as a business competitor and as a government regulator.”° 

In retrospect, the cost of exploiting post-colonial Taiwan’s wealth 
and industrial base for Nationalist postwar reconstruction, and 
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2.1 Chen Yi, the first Nationalist provincial administrator 
of postcolonial Taiwan. (Courtesy KMT Party History 
Institute} 


specifically for the struggle against the Chinese Communists, was 
extremely high. This was easy to detect when the exploitation policy 
implemented by Nationalist leaders like Chen Yi eventually led to the 
1947 “February 28 incident” on the island. Claiming himself a faithful 
follower of Sun Yat-sen’s philosophy, Chen Yi strongly believed in 
placing national capital over private investment, as well as in empha- 
sizing state enterprises, as the best way to run postwar Taiwan’s 
economy.! These ideas fit perfectly well into Chiang Kai-shek’s planned 
strategy of utilizing Taiwan as a supply base in postwar China’s rejuve- 
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nation. Indeed, soon after his inauguration, Chen and his provincial ad- 
ministration lost no time in reorganizing the Japanese enterprises into a 
system of officially operated monopolies. A series of new regulations 
were promulgated so as to lay the legal basis for taking over operations, 
and new political organs were set up for the same purpose.” 

But Chen Yi’s policies, involving such important issues as the dis- 
position of Japanese assets and economic reconstruction, cultural re- 
integration and language, and participation in political activity, all led 
to disputes with the local Taiwanese, who felt that their living condi- 
tions worsened after the retrocession. As early as January 1946, an 
American intelligence report indicated that Chen Yi’s attempted sei- 
zure of private property involved “the unauthorized use of the name of 
the U.S. government,” causing resentment among the people of Taiwan, 
the breakdown of law enforcement, and discrimination against the Tai- 
wanese by the Nationalists.** Believing that local anti-Chinese feeling 
was rising to an extent to which an enquiry was necessary, in early 
1946, members of the OSS stationed in Taipei, led by Captain William J. 
Morgan, began conducting a public opinion survey throughout the 
island. According to George Kerr, now serving as the American vice 
consul in Taipei, the surprised Taiwanese were boldly asked by the OSS 
staff whether they would prefer continuing Chinese rule, a return to 
Japanese administration, or a future under United Nations trusteeship, 
with the United States as trustee.24 Although Kerr later claimed the 
survey to be a “silly performance,” Chen Yi and his cohorts suspected 
that Kerr was endeavoring to “protect Japanese interests” on the island 
and had had a hand in this intrigue. An attempt to have Kerr removed 
from Taipei soon followed, but failed.”° 

Between early 1946 and 1947, Chen Yi’s administrative controls 
were extended to the private sector of food grain production and distri- 
bution. In March 1946, a Food Grain Bureau with departments in every 
district in Taiwan began monitoring the purchase, storage, and distri- 
bution of rice and other products all over the island. Farmers and land- 
lords were forced to sell their grain to agents of bureau warehouses at 
fixed prices rather than to private merchants. Strict punishment would 
follow if they did not obey the rules.*° In a report issued that same 
month, officials in Washington stated that the island was not too badly 
off after the war but had suffered considerably from “maladministration 
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and corruption” by the Nationalist authorities and the behavior of 
Nationalist troops. American prestige was high among the Formosans, 
whereas the Chinese officials were hated. Meanwhile, Washington 
observed warily that “revolutionary moves on the island are afoot,” 
although moderate elements were still waiting to see whether Chiang 
Kai-shek would send a more efficient administration to Taiwan.” 
George Kerr, who at this juncture was summoned to the State Depart- 
ment to brief Taiwan’s recent situation, did not hesitate to make his 
ideas known that the United States was “throwing away in advance the 
legal right to intervene on Formosa if in the future the Allies should 
need the island as a policing base.” Extremely annoyed at Chen Yi’s rule 
in Taiwan, Kerr complained bitterly to his superiors that Washington 
was ignoring a moral obligation to see that “the liberated Formosan 
people were given just treatment and a guarantee of basic human 
rights.” Kerr’s advice, however, stirred almost no immediate response 
within the department.”® 

Chiang Kai-shek at this point evidently had no intention to replace 
Chen Yi, who he thought instead had done a decent job by effectively 
stretching the state control further into former Japanese military and 
military-related commodity stores all around the island. By June 1946, 
the first batch of around too tanks and other former Japanese army ve- 
hicles from Taiwan were handed over to Nationalist troops stationed 
in Peking and Xuzhou.” Toward the end of 1946, as one piece of con- 
temporary scholarly work argues, Chen Yi’s provincial regime probably 
controlled even more economic, political, and military activity than 
its previous colonial rulers. Nevertheless, because they had fewer ad- 
ministrative personnel, a relatively smaller budget, and less under- 
standing of local conditions, Nationalist officials lacked the ability to 
manage Taiwan's economy as effectively and fairly as the Japanese. For 
these reasons alone, the new economic controls made more corruption 
inevitable. 

The Nationalist government’s outwardly highhanded governance 
in Taiwan continued to be closely monitored by the United States. In 
the fall of 1946, a report sent from Ralph J. Blake, the U.S. consul in 
Taipei, to Washington indicated that conditions in Taiwan had been 
deteriorating as a result of Chen Yi’s monopolistic tendencies as well 
as the general corruption and maladministration. Blake admitted that 


A TROUBLED BEGINNING 43 


the future situation on the island could not be deemed as promising. 
However, as a Nationalist sympathizer holding an opposite standpoint 
to Vice Consul George Kerr, Blake still believed that Chen’s administra- 
tion in this wealthy and important island provided “both an opportu- 
nity and a laboratory” to test whether the Nationalists would be capable 
of meeting and solving the problems with which they were faced. A 
tragedy might be avoided, Black asserted, if Nationalist leaders were 
willing to make a change.*! 

To Nanking, making a leadership adjustment in Taiwan was again 
not an issue at all. On October 21, 1946, Chiang and his wife flew to 
Taipei for his first official inspection tour. The purpose of his visit was 
to celebrate the first anniversary of Japan’s surrender there (October 25) 
and to express his goodwill toward the islanders. But Chiang’s mind 
and thoughts were largely on the situation on the mainland. While 
Chiang was in Taiwan, General George Marshall was making a last- 
ditch effort for an enduring truce that might save China from a full- 
scale civil war. In Nanking, Marshall tried to persuade Zhou Enlai to 
agree to further negotiations with the Nationalists. Zhou counter- 
proposed that the Nationalists cease attacking the Communists as 
a precondition for future negotiations, a condition which Chiang 
vehemently opposed. This was fully understandable, as by the time 
Chiang was about to set off for Taiwan, the Nationalists controlled 
76 percent of the nationwide territory and 71 percent of the population. 
Within the single month of October alone, Chiang’s troops had trium- 
phantly recovered sixty-three cities and counties previously under Com- 
munist sway, the biggest achievement since V-J Day.*? With an evident 
military preponderance, Chiang saw no reason to compromise. 

Arriving in Taipei, Chiang was deeply impressed by the profound 
customs and cultural legacies left by the Japanese. On October 23, while 
in Taichung inspecting local infrastructure, Chiang was amazed at 
how the former Japanese colonialists overcame great geologic barriers 
and hardships to complete the existing constructions. Chiang was so 
impressed, he could not help writing down his personal admiration for 
the perseverance of the Japanese in his diary on that day.* But still, to 
the Chiangs, husband and wife, the island remained an unfamiliar 
realm where they were not entirely comfortable. Worrying about poor 
sanitary conditions and the possible contraction of malaria, Chiang 
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2.2 The first couple pay their first visit to Taiwan on October 21, 1946. (Courtesy 
KMT Party History Institute) 


and his entourage canceled their trip further south to Tainan, returning 
to Taipei the very next day.** 

Back from central Taiwan, Chiang stayed at a quiet resort on Grass 
Mountain, (Yangmingshan) located on the northern outskirts of Taipei. 
Except for attending ceremonial activities celebrating the first anniver- 
sary of the island’s return, Chiang immersed himself in the outstanding 
issues across the strait. In his mountain resort, Chiang meticulously 
studied the situation in Manchuria with Premier T. V. Soong, who flew 
from Nanking to Taipei in order to persuade his brother-in-law to ac- 
cept George Marshall’s advice on stopping the attacks on the Chinese 
Communists in Andong, a province in Manchuria. Chiang refused and 
insisted on opening fire. The two then worked together at Grass Moun- 
tain, drafting instructions and orders that were speedily dispatched to 
their military subordinates thousands of miles away.*° 

The next day, news of Nationalist military success in China’s far 
northeast reached Taipei. Chen Yi entertained the elated and relaxed 
Chiang at his residence with Japanese cuisine. Chiang was indeed 
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delighted, noting in his diary that this was his first taste of Japanese cui- 
sine since May 1927, when the Japanese army confronted his Northern 
Expedition army in Shandong and killed his envoy, who had been 
instructed to negotiate a settlement. Before the banquet came to a close, 
Chiang gave Chen his advice: build more schools, barracks, and prisons; 
strengthen the island’s garrison forces; and keep the island away from 


communism.*° 


As Chiang spoke, we may surmise he never visualized 
that, just within a short two years, Grass Mountain would become Na- 
tionalist China’s last political nerve center. Neither could anyone 
prophesy that this colony-turned-province island frontier would before 


long become the Nationalists’ last territorial refuge. 


THE STORM OF FEBRUARY 1947 


Before returning to the mainland, Chiang Kai-shek met with the local 
mass media in Taipei. He emphasized the evidence of successful re- 
construction that he professed to have seen on every side, and he wished 
Taiwan and its people “all the good luck in building the island prov- 
ince as a model for [the] whole [of] China.”*’ Indeed, good luck seemed 
exactly what the island needed most. During the year 1946, it was es- 
timated that 80 percent of the native-born Taiwanese industrial workers 
lost their jobs, and by January 1947 local commodity price indices had 
risen 700 percent for food, 1,400 percent for fuel and building mate- 
rials, and 25,000 percent for fertilizer. It became a common phenom- 
enon that Taiwan’s capital goods and rice frequently vanished into the 
mainland black market. The corruption became so prevalent that, 
beginning in 1947, relief supplies from the United Nations Relief and 
Rehabilitation Administration (UNRRA) shrank, allegedly, by an es- 
timated 5o percent as they passed through the hands of Chen Yi’s 
lieutenants. Within a year of the Chinese takeover, middle-class Tai- 
wanese were on the verge of bankruptcy.*® 

A series of crises on both sides of the Taiwan Strait between the 
fall of 1946 and early 1947 formed the context of fear and uneasiness 
in Taiwan, eventually leading to the bloody February 28 incident. On 
January 6, 1947, General Marshall abandoned his mediation efforts 
between the Nationalists and the Communists and returned to 
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Washington. The seeming imminence of a full-scale civil war on the 
mainland was increasingly felt in Taiwan. Around the same time, ru- 
mors spread everywhere on the island that Taiwan had been sold to 
the United States in return for a huge credit for military use, or that 
the island would soon be returned to Japan by General Douglas Ma- 
cArthur, now supreme commander for the Allied powers (SCAP) in 
Japan.* Taiwan’s currency, which was tied to the mainland’s finances, 
depreciated rapidly, and the provincial administration was gradually 
losing control of the economy. On February 14, Taipei’s rice market 
closed briefly because of a riot as citizens struggled to purchase ever- 
smaller amounts of rice at increasing prices. Fear gripped the island, 
and large-scale robberies continued to take place in the towns and cities 
of Taiwan.“ 

On the evening of February 27, 1947, six Nationalist agents of the 
Tobacco and Wine Monopoly Bureau, accompanied by four policemen, 
confiscated cigarettes and cash from a widow in her forties and knocked 
her down when she protested. When people nearby tried to defend the 
woman, the police fired several shots into the crowd and killed at least 
one person. This was the spark that ignited groups of Taipei citizens 
who marched to the police headquarters to demand the arrest of the po- 
licemen responsible for the shooting.*! The following morning, a larger 
crowd decided to march to Chen Yi’s headquarters and to the office of 
Tobacco and Wine Monopoly Bureau demanding immediate punish- 
ment of the policemen, compensation to the bereaved families, relax- 
ation of the tobacco monopoly, and apologies. As the crowd approached, 
Chen’s guards fired machine guns and killed several people. This 
marked the beginning of a general uprising against Nationalist Chinese 
authorities, which soon spread to many of the island’s urban centers as 
Taiwanese and government forces battled for control of public infra- 
structure, such as office buildings, railway stations, and police stations. 
Outside Taipei, the situation was far more egregious. A few anti-KMT 
groups were organized, including the Communist-inspired “27 Brigade.” 
They looted machine guns, rifles, and grenades from military arsenals 
in central and southern Taiwan. The now-armed groups shot or injured 
Nationalist soldiers, and this in turn precipitated the house arrest or 
execution of those who participated in the uprising.” 
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By the time Chen Yi reported the bloody chaos in Taiwan to Nan- 
king, Chiang Kai-shek already had serious problems both in China 
proper and in the outlying areas. Battles were now being fought be- 
tween the Nationalists and the Communists in North and Northeast 
China. Social instability and riots at regional levels swept from Xinjiang 
in the far northwest to Inner Mongolia in the northern steppe and 
Tibet in the far southwest. In Urumqi, beginning in early February 
1947, several hundred of the local Uighurs gathered and besieged the 
government offices in the center of the city, demanding more political, 
military, financial, and economic autonomy from the Nationalist 
provincial authorities. Their demands were hastily telegraphed to Nan- 
king, awaiting Chiang’s arbitration. In Inner Mongolia, pro-Communist 
Mongols were ready to create an autonomous region free from Nation- 
alist jurisdiction, whereas their pro-KMT fellow compatriots also de- 
manded more political autonomy from Nanking.“ In Lhasa, a civil war 
had been brewing between Taktra Rimpoche, the regent of the Tibetan 
government, and his predecessor Radreng Hutuktu since early 1947. 
The instability in Tibet served as both a crisis in China’s border secu- 
rity and an opportunity for the Nationalist power penetration in this 
ethnic territory. Some in Nanking deemed the trouble in Lhasa a de- 
cent chance for the Nationalists to interfere with Tibet’s internal pol- 
itics and increase their influence. As a result, confidential plans for a 
possible military adventure were hatched, awaiting the final approval 
of Chiang." 

The riot in Taiwan was thus yet as another piece of unwelcome 
news, adding onto Nanking’s already problematic frontier dealings on 
the mainland. While Chiang Kai-shek was angry at Chen Yi’s incom- 
petence in dealing with the crisis, he also attributed the uprising to 
the “foreignness” of the islanders; having long been colonized and 
“enslaved” (nuhua) by the Japanese and detached from the Chinese 
motherland, Chiang sniffed, the Taiwanese were generally “fearing 
might and harboring no virtue” (weiwei bu huaide).*° Therefore, the 
most effective way to maintain peace and order in a newly retroceded 
frontier territory was through military strength.“ 

Realistically, unable to ascertain from afar how serious conditions 
in Taiwan were, Chiang was left with few alternatives but to rely 
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entirely on the personal judgment and suggestions of Chen Yi and Ke 
Yuanfen, Chen’s chief of staff in the Provincial Garrison Command. On 
March 2, a “February 28 Incident Settlement Committee,” composed of 
prominent Taiwanese elites, representatives of local assemblies on the 
island and from other walks of life, was organized by anti-government 
elements to negotiate with Chen Yi’s administration. During the first 
week of March, committee representatives met with Chen, presenting a 
list of thirty-two demands for reform of the provincial administra- 
tion. They requested, among other things, greater autonomy, aboli- 
tion of trade monopoly, free elections, surrender of Nationalist forces 
to the committee, an end to government corruption, and control 
over the police and military. As passions ran high, Taiwanese de- 
mands moved toward fundamental political reform under the rubric 
of self-government.*® 

By March 7, Chen Yi, dumbfounded and obviously losing his pa- 
tience, cabled Nanking to send reinforcements to Taiwan to restore 
order and “exterminate traitors” (su jian). Chiang agreed; to him, con- 
solidating the Taiwan “backyard” was now critical, as at the moment 
his troops were engaging in increasingly strenuous battles with the 
CCP on the mainland. Nevertheless, it was a painful decision. On 
March 8, Chiang confided to his diary that he was now at a loss and 
did not know what to do about the crisis in Taiwan, when the military 
crises in Shandong, Henan, Shaanxi, and Manchuria, egregious and 
tense, had already confounded him abysmally.” 

Military pacification now seemed the only option. On March 8, Na- 
tionalist reinforcements from the mainland arrived first in Keelung, 
then in Kaohsiung. Chen Yi soon declared martial law throughout the 
island and announced that the February 28 Incident Settlement Com- 
mittee was illegal, that it had become part of a revolt. The Nationalist 
forces launched a crackdown, squelched the opposition to the KMT, 
and helped reassert government control by the middle of March.*° 
Thousands of people, including Chinese mainlanders as well as Tai- 
wanese, were killed or imprisoned for their real or perceived dissent, 
leaving the Taiwanese victims with a deep-rooted bitterness toward the 
Nationalist authorities, and by extension, toward all Chinese main- 
landers. This crackdown was a forbidden topic until 1987, and became 
the subject of numerous, albeit divided and conflicting, studies and 
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competing memorials in the years since. The political hangover of the 
February incident continues to haunt the island’s politics even until 
today.*! 


THE AMERICAN ROLE REAPPRAISED 


The role the Americans played in this blood-shedding episode deserves 
our careful scrutiny. When Chiang Kai-shek toured Taiwan and praised 
Chen Yi’s prowess and overall “achievements” on the island, he prob- 
ably did not realize that the number of unsatisfied and disenchanted 
Taiwanese had grown to such an extent that progress had been made 
by local dissidents for a possible change of the island’s status quo. A 
situation report submitted by Ralph J. Blake to his superiors in the U.S. 
embassy in Nanking, dated January 10, 1947, revealed the uneasiness of 
the public, which fed numerous rumors and speculation, and that these 
reflected the uncertainty of political and economic conditions both on 
the mainland and on the island. Surprisingly, Blake’s report revealed 
that representatives of “a group of well educated men, with whom the 
Mayor of Taipei is said now to be associating himself” investigated 
Taiwan's problems and concluded that, with any crisis on the mainland, 
either full-scale war or collapse of the present economic structure, 
would create a crisis in Taiwan, during which a struggle for control of 
Taiwan would ensue. If the crisis did occur, as Blake went on to report, 
then representatives of this group would ask three things of the United 
States: that America refrain from transporting mainland troops to 
Taiwan, as was done after the Japanese surrender; that America send 
technical and administrative advisors to Taiwan to help it through a 
crisis in which they were determined not to be engulfed in the main- 
land chaos; and that America lend financial and material support for 
the rehabilitation of commerce and industry.*” 

George Kerr recounted that, on January 15, 1947, this group of 
“educated elites” drew up a petition addressed to General George 
Marshall, who had just been made secretary of state in the Truman 
administration. Kerr claimed that more than 150 signatures were 
attached, of which some represented spokesmen for organizations or 
groups of private citizens, numbering about 800 in all. But when it was 
ready, leaders of this group suddenly decided to delay presentation to 
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the U.S. consulate in Taipei. Instead, they now intended to appeal to 
the Nationalist government in Nanking, hoping that it might induce 
Chiang Kai-shek to intervene in Taipei. But nothing happened after 
their appeal. A month later, in mid-February, the group at last brought 
to the consulate the long petition, which they had addressed to Gen- 
eral Marshall. The crucial point was that the shortest way to reform a 
currently malfunctioning Taiwanese provincial government was to 
wholly depend on the “United Nations Joint Administration” on the 
island, and cut political and economic ties with China for some years. 
The group sought American support in fulfilling this goal so as to pre- 
vent the Taiwanese from becoming “the stark naked.”54 

There was no indication as to whether the petition letter was being 
sent out to Washington or to the U.S. embassy in Nanking. This was 
barely surprising; Ralph Blake had long made it unmistakably clear 
that, as an official body, the American consulate in Taipei should not 
be allowed to take an interest in the Formosa problem, and that its of- 
ficial relations were with Chen Yi and his provincial authorities, and not 
the local Formosan groups.® But the situation changed dramatically 
after the bloodshed of February 28. On March 3, representatives from 
this “well-educated Taiwanese” group resubmitted an ameliorated 
version of the petition letter to the consulate. Instead of asking for 
a “United Nations Joint Administration” in Taiwan and to cut their 
ties with China for some years, they now urged American assistance in 
seeking direct UN intervention pending the final transfer of sovereignty 
to China. Moreover, the group advocated that they would “resist [the] 
present Government if it seeks military revenue or fails to meet popular 
demands for reform to be discussed from March 1o.”°° Presumably under 
heavy pressure from his colleagues within the consulate, notably George 
Kerr and Robert J. Catto, the director of the United States Information 
Service in Taipei, Ralph Blake backed down and changed his noninter- 
vention stance. He now concluded, in his report to the State Department 
dated March 6, that the only panacea available was an “immediate 
American intervention in its own right or on behalf of the United Na- 
tions” to prevent disastrous slaughter by the Nationalist forces. Blake 
went on to argue that American prestige was high, and intervention 
was profoundly desired by the local people. The Taiwanese assumed 
that United Nations control would be predominantly American. In the 
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end, Blake warned that “civil war on Formosa is [the] most probably 
alternative” if no immediate action was undertaken.’ Notably, Blake’s 
analysis came out two days before Nationalist reinforcements arrived 
and major bloodshed began. 

Blake and Kerr were not alone in their opinions. G. M. Tingle, the 
British consul in Tamsui (on the northern tip of Taiwan), wired back 
to London immediately after the incident that the best solution to the 
problem of Taiwan now “would be for the island to be removed from 
mainland Chinese administration.” He believed that what the Tai- 
wanese desired was to govern themselves, and until such time as they 
were able to accept such an undertaking, a UN trusteeship would 
“almost certainly meet with Formosan approval.” In his report to White- 
hall, Tingle shared Kerr’s resentment of Chen Yi, observing that “British 
trade, along with other private trade, will be allowed no chance here” 
if the present provincial regime continued.** 

In the midst of the riot and chaos in Taiwan, whether the U.S. gov- 
ernment should withdraw American citizens on the island became an 
issue igniting much controversy. On March 5, the consulate in Taipei 
dispatched an urgent telegram to the embassy in Nanking stating that, 
as the crisis rapidly developed throughout the island with imminent 
troop reinforcement from the mainland, removing consular families 
and other UNRRA staff and citizens should be seriously considered. 
The consulate further suggested that the embassy send a plane at once 
to assist with the evacuation. Upon receiving this request, Ambas- 
sador John Leighton Stuart relayed this concern to the Nationalists. 
Although two days later the consulate reevaluated the evacuation 
operation as now unessential, the idea of evacuation itself greatly 
annoyed and humiliated Chiang Kai-shek, who in his diary impugned 
the American diplomats as “shallow and flippant.” 

On March 10, two days after the Nationalist reinforcements arrived 
and began cracking down on the rebels throughout the island, George 
Kerr submitted a new memorandum to the embassy in Nanking via 
Colonel F. J. Dau, assistant military attaché to the embassy, who was 
then ordered to fly to Taiwan and investigate the situation. Having re- 
alized that the Nationalist military suppression meant there was now 
little hope that the island would come under UN trusteeship, Kerr 
quickly shifted his stance, suggesting instead that Washington should 
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encourage Chiang Kai-shek to replace Chen Yi with a civil provincial 
administration. To prevent the strategically important Taiwan from 
succumbing to communism as a result of the February-March mas- 
sacre, Kerr meanwhile urged that American economic assistance be 
rendered to a newly reformed provincial administration. Despite such 
a subtle shift of stance on China’s policy toward Taiwan, as revealed 
in Kerr’s memorandum, he was now widely resented by the National- 
ists as the major source of the island’s turmoil. On March 17, Kerr was 
ordered to leave Taipei for the embassy in Nanking, where he was as- 
signed the task of preparing a comprehensive report on the recent tur- 
moil in Taiwan. He would never again go back to his consular post in 
Taipei. 

During the February and March incidents, observations and recom- 
mendations in reports from Blake and Kerr had become so controver- 
sial, so loaded with personal emotions, that Ambassador Stuart found 
it necessary to warn the State Department to be cautious about their 
narration and evaluation.” In early April, Stuart further instructed all 
American consular officers in China that telegrams “which are spec- 
ulative or interpretative in nature” should henceforth be sent to the 
embassy in Nanking only, not to Washington.© 

Although he had made himself extremely unwelcome both in China 
and Taiwan, George Kerr may have never realized that his March r0 
memorandum would soon trigger a series of new political develop- 
ments about Taiwan. His idea of giving economic aid to help Taiwan’s 
newly organized administration was soon incorporated into Stuart’s of- 
ficial report to Washington, in which the ambassador suggested that 
Taiwan should be treated as “a special economic area and employ a 
group of American advisers to aid in developing its economics.” Al- 
though ostensibly this was about economic advantages, Stuart argued 
that the goodwill of the local Taiwanese and the realization of enlight- 
ened democratic principles adapted to the historical circumstances 
could be secured as essential factors.°* His suggestion soon got feed- 
back from Washington. On April 2, Under Secretary of State Dean 
Acheson cabled Stuart, saying that assistance in economic develop- 
ment for Taiwan appeared sound in principle, although it was neces- 
sary first to question the practicality of sending technical advisers 
without reasonable prospect of gaining support from the local people.® 
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In hindsight, Kerr’s memorandum of March 10 may have served as 
an unintended, indirect catalyst to speeding up the Nationalist re- 
organization of Taiwan’s provincial administration. When Chiang 
Kai-shek met with Stuart on March 29, the American ambassador, who 
apparently concurred with Kerr’s idea, was polite and yet bold enough 
to suggest that Chiang should appoint a civilian official, preferably T. V. 
Soong, who had recently stepped down from the premiership, as Tai- 
wan’s new governor. Stuart reminded Chiang that with such a man in 
charge and an emphasis on civil rather than military administration 
and on economic restoration, better treatment of the islanders and 
in general a more honest and enlightened administration could be hoped 
for.°° It should be stressed here that initially Chiang by no means in- 
tended to replace Chen Yi, as he still did not believe Chen’s disposition 
of the Taiwan uprising was entirely wrong.” When Chen’s dismissal 
seemed inevitable, and when T. V. Soong showed no interest in taking 
up the new position, other possible candidates surfaced, including sev- 
eral Nationalist high military chiefs and Chiang’s son Ching-kuo. But 
Chiang ruled out all these possibilities. Conspicuously, he needed to 
make American reaction his primary concern. 

U.S. policy therefore moved toward the creation of a certain kind 
of political-economic setup on Taiwan, even though at this point no 
one imagined that this new policy direction eventually would lead to 
an “unintended state” after 1949. In mid-April 1947, Kerr finally com- 
pleted his memorandum on Taiwan for Stuart, who revised it and 
passed on the final version to Chiang Kai-shek and other Nationalist 
high officials. In this memorandum, Kerr reemphasized the importance 
of preventing communism from infiltrating Taiwan after the uprising. 
Beginning on a conciliatory note, Kerr said there could be no question 
that “Formosan-Chinese have felt loyalty to the Central Government 
and toward the Generalissimo.” Yet he also warned that, after the mas- 
sacre, “a local form of communism is not only possible but is believed to 
be a highly probable development if economic organization collapses 
under the pressure of continued military occupation.” Distancing him- 
self from the idea of placing Taiwan under UN trusteeship, Kerr, whether 
genuinely or expediently, instead advocated a prompt and fundamental 
reform of the island’s provincial mechanism that included both the 
Formosans and the Chinese mainlanders, to restore the island to “its 
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former high level of political allegiance and of economic production.”* 


Four days after receiving the memorandum, Chiang Kai-shek declared 
that Wei Daoming, a civil official who had recently been the Chinese 
ambassador to the United States, would succeed Chen Yi as Taiwan’s 
new provincial governor. 


PICKING UP THE POST-TRAGEDY PIECES 


With the “recommendations” from the American embassy, which were 
essentially based on George Kerr’s ideas, Nanking began restructuring 
Taiwan’s provincial administration and recruiting more Taiwanese 
elites into the island’s political apparatus. More practically, top Nation- 
alist leaders like Chiang Kai-shek were pressured to take remedial 
measures to restore peace and order on the island, at a time when their 
struggle with the Chinese Communists was rapidly turning ugly on 
the mainland. Chen Yi was first relieved of his post as a result of a deci- 
sion made at the KMT Central Executive Committee on March 23, and 
on April 22, Wei Daoming was installed as Taiwan’s new provincial 
leader. Meanwhile, the island was made a regular province, one of the 
thirty-five provinces of China, and the provincial governor was given 
the official title of “Chairman of the Provincial Council,” to conform 
with the practice followed in all the other provinces. The Taiwan Pro- 
vincial Administrative Executive Office, the single organ in which 
great power had been concentrated, was duly abolished.” 

The newly organized Taiwan Provincial Council now consisted of 
fourteen members, half of whom were “half-mountainers,” most of 
them with mainland experience. The great majority of Chen Yi’s co- 
horts were replaced by new appointees, a considerable proportion of 
whom were Taiwanese. Although the provincial chairman was given 
jurisdiction over the island’s armed forces, its civil and military au- 
thority was substantially curtailed.”° Such a power reduction in the af- 
termath of the 1947 uprising bore one unforeseen result, and its signifi- 
cance would not be felt until sometime later. Simply put, the decreased 
provincial authority served as a crucial factor in the final survival of 
Chiang Kai-shek’s political life in the late 1940s and early 1950s, when 
the Generalissimo, who was then head of the KMT party but not the 
head of state, found himself still holding some bargaining chips vis- 
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a-vis a U.S.-backed and yet authority-constrained Taiwan provincial 
chairman over the island’s politics. 

John Leighton Stuart was outwardly pleased with the new political 
arrangements on the island, which he deemed as “a step forward as re- 
gards the susceptibilities of the Taiwanese.”’! George Kerr, however, 
was more wary of the new appointments. On the eve of his departure 
from Nanking to return to Washington on April 28, Kerr reminded his 
superiors both in the embassy and the State Department that it re- 
mained too early to know whether the new provincial governor’s ser- 
vices abroad, especially in the United States, would be played up locally 
to create an encouraging aura of liberalism in Taiwan. He was con- 
scious enough to point out that Wei Daoming’s prospects for success as 
civil governor of Taiwan would be conditioned by the influence he 
could exercise over the military, the well-entrenched bureaucracy left 
by Chen Yi, and the policies so far espoused by Nanking, which had 
led to the bloody episode.” 

Admittedly, Kerr’s concerns were mostly correct, and perhaps what 
was more inspiring to him was that the new provincial authorities were 
endeavoring to improve the island’s situation. Fairly speaking, during 
his term in office for a year and a half, Wei Daoming made an honest ef- 
fort to undo the ill effects of Chen Yi’s administration. He publicly ex- 
pressed himself in favor of free enterprise on the island. A number of 
government enterprises, such as the Match Company, were newly opened 
to private operation and investment. Mining and industrial concerns, 
jointly operated by government and private interests, were also turned 
over to private hands. Meanwhile, the Monopoly Bureau was changed 
to the Public Sales Bureau, which was then revamped by restricting the 
number of commodities it could sell to retailers. The Trade Bureau was 
reorganized into a new Material Supply Bureau to streamline its han- 
dling of commodities sold abroad and produced by publicly own enter- 
prises, and their sales to meet the demands of private enterprises. The 
reform of the two bureaus, as one scholarly work maintains, tremen- 
dously increased the number of private enterprises, allowing local Tai- 
wanese business people to conduct their affairs with more freedom and 
certainty than before.” 

One unnoticed development the above policy change brought 
about was that it marked the beginning of a gradual shift of Taiwan’s 
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economic policy reformulation and rethinking. In their on-the-spot 
investigatory reports to Chiang Kai-shek, both Minister of National 
Defense Bai Chongxi and the supervisory commissioner for Fujian and 
Taiwan provinces, Yang Lianggong, unanimously urged that economic 
reforms be implemented on the island. Their main idea was that Tai- 
wan’s private and publicly owned enterprises should be separated, and 
that the power of the latter greatly reduced. Bai especially urged that 
Nanking should send delegates to all branches of the Taiwan provincial 
government to check on the progress of these economic reforms and to 
determine whether further changes were needed. Chiang apparently 
agreed with these points.” While the United States urged Nanking 
to reform Taiwan’s inept administration, these two investigators from 
within the Nationalist government proposed a salient departure from 
the former governor’s economic philosophy on the island. 

On the whole, although it cannot be said that economic conditions 
improved forthwith under Wei Daoming’s administration, the situa- 
tion did not become appreciably worse. Around mid-1948, as one po- 
litical report by the British consular staff on the island specified, with 
Wei’s skillfulness and diplomacy, the political situation was calm and 
no discontent had been permitted to become vocal, thus furthering 
consolidation of Chinese rule on the island.” The new economic mea- 
sures imposed after the riot, notably the lifting of Chen Yi’s state so- 
cialism, were originally intended both to pacify the native Taiwanese 
and to fulfill the ambition of making the island a model for the main- 
land Chinese provinces. It was thus historically accidental that those 
post-traumatic measures inadvertently laid the foundation for the sub- 
sequent formation of a Nationalist island state and unwittingly sowed 
the seeds of Taiwan’s free market economy. Despite some positive signs 
coming out in the field of post-Chen Yi Taiwan’s domestic affairs, in 
diplomatic terms, the riot, coupled with a worsening situation on the 
mainland, had inevitably brought about a gradual shift of American 
policy toward the island. Such a change of policy, in retrospect, played 
a crucial part in the subsequent development in China’s domestic and 
regional politics. It was also fatefully entwined with the making of Na- 
tionalist China on Taiwan. 


3 


Reformulating U.S. Policy toward Taiwan 


DESPITE GEORGE Kerr’s recall, his rich experience in Taiwan re- 
mained one important source of information within Washington’s 
policy-planning circle. Upon returning to Washington around May 
26, 1947, Kerr was summoned to present his views concerning post- 
February 28 incident Taiwan to the State Department chiefs. At that 
meeting, Kerr urged Washington to develop a new formula to prevent 
Taiwan from falling to communism. He stressed the importance of U.S. 
aid in the existing economic structure of the island, and urged inter- 
national “joint management” following the withdrawal of Nationalist 
troops. He also suggested that if advantage could be taken of “the de jure 
status of Taiwan” to insist on a supervisory body to reduce and check 
the “current excesses” of the Nationalist administration, the island 
might be reserved under temporary international control as a stable 
foothold for future liberal reconstruction efforts in China.' According to 
Kerr, his “imperialist” line of argument was snubbed. John C. Vincent, 
director of the Office of Far Eastern Affairs, saw him to the door after 
the briefing with remarks to the effect that “no one in the United Na- 
tions and certainly very few in Washington would ever be interested 
in Formosa.” Without a doubt, Kerr was angry about this policy of 
“no-policy” for Taiwan.” 

To be sure, something was actually about to change in America’s 
Taiwan policy. As Chiang Kai-shek’s military position throughout 
North China was turning dreary, there began a lurking uneasiness 
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among Washington’s strategists. Starting in early 1947, Chinese Com- 
munist units retreating from northern Jiangsu joined with others from 
central Shandong to counterattack their Nationalist pursuers on the 
Shandong-Jiangsu provincial border. Chiang’s forces were woefully 
routed with the loss of some 40,000 men and twenty-six tanks, with 
which the Communists began building an armored column of their 
own. The ensuing defeat of Nationalist forces in central Shandong in 
late February cost them another 30,000 men, and the loss of control of 
the strategic Jinan-Qingdao railway now put the local Nationalist au- 
thorities in an extremely precarious situation.’ 

During April and May 1947, the Nationalists launched a major cam- 
paign against their Communist rivals in Shandong Province, where 
Chiang used some twenty divisions, about 400,000 men, against an es- 
timated 250,000 Communists. The result was a disaster for the Na- 
tionalists, who may have lost as many as 15,000 men killed or wounded 
during the epic battle of Menglianggu in south-central Shandong be- 
tween 14 and 16 May. As difficult as it was for many to believe, the 
Nationalist 74th Reorganized Division, then regarded as Chiang’s best 
division, was completely annihilated. The division commander and his 
staff committed suicide before being captured.* In the meantime, the 
losses sustained by the People’s Liberation Army (PLA) were soon re- 
plenished and its munitions quickly replaced, a situation which obvi- 
ously did nothing to promote Nationalist morale. This critical battle 
in North China also stunned U.S. military experts, who were surprised 
to discover that the Communist army had been transformed from a 
guerrilla force into a regular army within a relatively short period of 
time.° In fact, the implication of the Menglianggu campaign was so 
crucial to the subsequent military balance between the Nationalists 
and the Communists that many historians have cited the battle as a 
major turning point in the Chinese civil war.® 

In the summer of 1947, U.S. President Harry Truman sent General 
Albert Wedemeyer to lead a fact-finding mission in China to assess the 
general situation and the practicality of further aid for the Nationalist 
government. Taiwan was included in Wedemeyer’s tight schedule. On 
August 11, Wedemeyer and his delegates arrived in Taipei, where they 
were warmly received by Governor Wei Daoming and other provincial 
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leaders. According to George Kerr’s account, presumably based on the 
information given by his contacts in the State Department, during the 
visit Wei sensed the general’s lack of enthusiasm but did his best to 
convince him that Taiwan was indeed a bastion of democracy.’ In his 
own report to Washington, however, Wedemeyer claimed that the ex- 
perience in Taiwan was most enlightening. There were indications, the 
general specified, that at the time of his inspection tour the Taiwanese 
were “receptive toward U.S. guardianship and United Nations trust- 
eeship.” The general also observed the Taiwanese now feared that the 
Nationalist government would contemplate “bleeding their island to 
support the tottering and corrupt Nanking machine,” and he thought 
that their fears were “well founded.”® 

Albert Wedemeyer’s bold statement on Taiwan would not be made 
known until two years later, in August 1949, when his observation 
was compiled into the China White Paper. And yet, publicly, to avoid 
causing suspicions on the Chinese side, the general did not propose 
anything relating to Taiwan during his fact-finding mission in China. 
Instead, while in Taipei, Wedemeyer asserted that the United States 
“has no interest in Taiwan,” a statement that surely chilled the hearts 
of Taiwanese elites who might have hoped he would at least suggest 
a U.S.-handled investigation of the situation on the island.’ 

The general’s professed reassurance no doubt pleased the Nationalist 
authorities. Nevertheless, as the situation in China steadily declined, a 
shift of stance toward the island on the U.S. side seemed inevitable. On 
August 22, 1947, two days before Wedemeyer left China, a confidential 
report, in many ways a reincarnation of George Kerr’s earlier reports, 
was submitted to the general by the American embassy in Nanjing. The 
report highlighted that Nationalist China’s de facto control of Taiwan 
was generally recognized, but the transfer of sovereignty of the island 
was by no means being formalized. It went on to propose that an 
efficient government and a rationalized economy on the island, with 
its insulation from the termite-ridden economy and finances of the 
mainland, would be of great interest to the United States. Only if a 
politically and economically enlightened administration were set up 
in Taiwan, the report argued, would American involvement or even 
governmental economic aid be justified. It concluded by suggesting 
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that personal references be made by Wedemeyer to Chiang Kai-shek 
to utilize Taiwan as “a Sino-American joint training ground” for a 
division and perhaps more of Nationalist Chinese troops.'° 

On the day after the Embassy’s report, in a personal memorandum 
to Wedemeyer, Philip D. Sprouse, assistant chief in the State Depart- 
ment’s Chinese Affairs Division and a member of the mission, went 
one step further by claiming that the Taiwanese now desired a United 
Nations trusteeship or an American guardianship for the island be- 
cause they felt “the lot of the island under Chinese rule [was] hope- 
less.” Pretty much echoing what George Kerr’s advice, Sprouse implied 
that the misrule of the Chinese on the island and the February uprising 
against that rule had no Communist inspiration, but he fretted that 
the situation now offered “fertile ground for the spread of Communist 
influence.”"! 

General Wedemeyer’s fact-finding mission was meant to strongly 
influence the decision-making process of Washington’s military assis- 
tance to Chiang Kai-shek. A top-secret report by the State-War-Navy 
Coordinating Committee in early October 1947 temporarily shelved 
sections on how the U.S. policy toward China should be formulated, 
awaiting the data gathered by Wedemeyer’s mission for its finaliza- 
tion.!? While a more concrete policy was still waiting to be formulated 
by the State and Defense department chiefs, one matter was getting 
crystal clear in their minds. As revealed in its report, the Coordinating 
Committee was now quietly reviewing the legal status of Taiwan, and 
its conclusion was that the island should be officially acquired by the 
Chinese central government only after a formal peace treaty with Japan 
was concluded.!% 


SOUTH CHINA AS AN ANTI-COMMUNIST BASE 


Around the same time as the Wedemeyer mission, it became evident 
that Chiang Kai-shek was planning to use Taiwan as a safe haven for 
military training. One indication was his decision to send General Sun 
Liren to initiate a new military training program on the island. In the 
summer of 1947, Sun, accompanied by a group of U.S. military advisers, 
arrived in Taiwan to inspect a suitable location for the training pro- 
gram. When this piece of news began to circulate, it must have brought 
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about mixed reactions among those who had long wished to see a 
change of U.S. policy toward the island. As a Virginia Military Insti- 
tute graduate, Sun spoke fluent English, and his capability and talent 
during World War II had become a legend among many senior officials 
in U.S. military and political circles, including General MacArthur. In 
November 1947, Sun’s training program was inaugurated in a former 
Japanese military base in Fengshan near Kaohsiung.'* While the idea 
of a UN trusteeship of Taiwan was brewing, the presence of the much 
admired Sun in Taiwan was deemed, particularly among American 
naval and intelligence chiefs, as an encouraging sign that Taiwan could 
be secured as a link in the Japan-Okinawa-Philippines strategic chain.!° 

Sun Liren’s military training program in southern Taiwan began 
shortly after the ignominious defeat of Chiang’s best army divisions 
in North China.!6 More critically, a series of Nationalist military fi- 
ascos, beginning in the spring of 1947, had led to new, key geo-strategic 
planning among senior Nationalist leaders. In the eyes of Chiang Kai- 
shek and his core advisers, the abysmal defeat in North China, along 
with the general downward spiral of the military situation in Man- 
churia, signaled the probable end of Nationalist rule in territories north 
of the Yangtze.” On June 19, 1947, when meeting with John Leighton 
Stuart, Chiang for the first time admitted that the military situation in 
Northeast China was “hopeless,” asserting that he had come to realize 
this just recently. Without hesitation, the American ambassador shared 
Chiang’s pessimism with his British counterpart in China.!* Sun Liren’s 
new assignment on the island of Taiwan, rather than being launched 
anywhere on the mainland where it might be exposed to Communist 
attack, was also viewed as an indication of Nanjing’s concern with the 
deteriorating political and military situation, and of resignation to the 
likelihood of losing much or all of northern China and perhaps even all 
of the mainland. 

In order to fight a prolonged war against the Communists, the Na- 
tionalists needed to establish a safe territorial stronghold south of the 
Yangtze, where Communist influence was still weak and where war pro- 
visions and natural resources were readily accessible. It was thus ironic 
that in September 1947, when Nationalist Defense Minister Bai Chongxi 
pledged aloud that the government would use its full strength to sup- 
press the Communists in North and Northeast China, surreptitious 
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preparations for the worst-case scenario had already been taken by 
Chiang Kai-shek." Before such preparations could begin, however, 
Chiang and his advisers had first to decide where to build up this pu- 
tative territorial redoubt. Given its superb geographical conditions as 
a major agricultural province, its location on the South China Sea 
where it faced the outside world, and a historical legacy as the revolu- 
tionary base of the KMT, Guangdong Province was selected by Chiang 
as the place to form the nucleus of the future Nationalist power base 
on the mainland.*° 

On August 20, 1947, Nanjing promulgated a new formula for its 
counterinsurgency and mobilization activities aimed at tightening Na- 
tionalist control in the southern rear base. In this new anti-Communist 
undertaking, Guangdong was stipulated to be established as the pivotal 
geostrategic point for the struggle against the Communists.”! Four 
weeks later, T. V. Soong, recently retired from the premiership, was ap- 
pointed to the new governorship of Guangdong. At the same time, he 
was appointed head of the Generalissimo’s field headquarters in Guang- 
zhou, a position that would legally empower him to command all Na- 
tionalist forces in both Guangdong and Guangxi provinces. Soong’s 
new appointment, which was in fact a downgrade in the Nationalist 
hierarchy from a constitutional point of view, still encountered some 
opposition within the KMT party, especially from the powerful CC 
Clique, then firmly in control of the province’s party organization and 
secret service. As American career diplomats had observed, Chiang had 
never truly liked his brother-in-law, whom he thought too presump- 
tuous; but Chiang distrusted local military and political figures in 
Guangdong, the so-called Guangdong Clique, more than Soong. On a 
more practical note, Chiang thought that Soong’s personal network 
with the Westerners would be of great value in attracting much-needed 
financial and economic support to strengthen the central government’s 
position in South China.?* 

From the outset, T. V. Soong endeavored to demonstrate that he was 
a provincial governor of a very different kind. To build a solid anti- 
Communist bastion in Guangdong, Soong prioritized the suppression 
of local “bandits” whom, until late 1947, the Nationalists refused to 
recognize as an organized Communist force.” Realizing he could not 
expect to obtain genuine collaboration, not to mention trust, from the 
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3.1 T. V. Soong inspects the Guangdong provincial garrison force, ca. 1948. During 
the Chinese civil war, Soong worked to create South China as KMT’s last territorial 
base. (Courtesy T. V. Soong Papers, Hoover Institution Archives) 


local militarists and politicians, Soong instead sought assistance and 
advice from Sun Liren, his erstwhile subordinate (Sun had served in the 
Finance Ministry Tax Police Regiment in the early 1930s when Soong 
was the finance minister). Shortly after Soong was sworn in as the pro- 
vincial governor, he asked Sun, then training the new armies in southern 
Taiwan, to recommend a capable officer to serve as his chief of staff in 
Guangzhou. General Hu Weida, a graduate of the U.S. Armor School in 
Fort Knox, Kentucky and a faithful follower of General Sun, was his 
recommendation. Hu soon became Soong’s trusted military adviser.’ In 
the following months, Soong continued to seek additional officers from 
Sun to conduct his “banditry suppression” in South China. Neverthe- 
less, successful anti-Communist operations were getting more and more 
difficult to come by, and so in September 1948, Sun personally flew from 
Kaohsiung to Guangzhou, where he advised an increasingly hard-pressed 
Soong how best to manage the province’s military.” 
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T. V. Soong also turned to the Americans for help. Two months after 
assuming his governorship, Soong wrote to Lester K. Little, American 
inspector-general of the Chinese Customs Service, seeking ammuni- 
tion with the justification of improving the province's anti-smuggling 
capability. An inspired Little, who deemed Soong’s new appointment 
in Guangzhou as one of the most “encouraging and significant devel- 
opments since the end of the war,” immediately wrote to John Leighton 
Stuart, urging the ambassador to seriously consider rendering a loan 
or a gift of $2.5 million to support Soong’s purchase of four vessels, 
wireless communications, and spare parts for Customs ships in the 
Guangdong area.” The American ambassador politely rejected the idea, 
as he could not accept the inspector-general’s “informal presentation,” 
and instead suggested to Little that he advise the Nationalists to lodge 
their request with Washington. A persistent Little immediately fol- 
lowed suit.?’ 

From Nanjing, however, no official request for armaments for Soong 
was presented to Washington, and the reason was not difficult to de- 
tect. Soong’s unspoken idea was actually to create a paramilitary force 
at his own disposal, free from the influence of regional cliques and mil- 
itarists who were constantly at odds with Chiang Kai-shek. Toward 
the end of 1947, the obstinate Soong went out of his way to establish a 
separate “water police” in Guangdong, thereby detaching the provin- 
cial marine security forces from the Chinese navy, which was barely 
under Chiang Kai-shek’s control anyway.”* Soong’s attempt to create a 
military mechanism that was under his effective command was also 
hindered by his American military advisers. They strongly dissuaded 
him from his plan by arguing that from a purely military and stra- 
tegic point of view such a move would only generate “a very awkward 
command structure” in the region’s military and security establish- 
ments. Worse still, when Soong thought he could further dominate 
the military in both Guangdong and Guangxi provinces by issuing 
orders in his capacity as the Generalissimo’s representative in Guang- 
zhou, his American advisers informed him that in all honesty no 
high-ranking military officers in the army and navy headquarters 
took his orders seriously.”° 

Notwithstanding these frustrations, from the early months of 1948 
until he resigned the governorship in early 1949, through personal 
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channels from abroad, T. V. Soong was able to acquire a considerable 
amount of ammunition for his provincial garrison forces. In April 1948, 
without prior consultation with Nanjing, Soong cabled General Jiang 
Biao, his longtime associate and Nationalist China’s ammunition pro- 
curement representative in Ottawa, Canada, to request six PA-11 planes 
and other related radio facilities for his “smuggling suppression” in 
the South China Sea.*° In the following months, Soong augmented 
his regional force by purchasing arms through various connections 
such as the Bank of Canton in San Francisco, the Canadian Commer- 
cial Corporation, the China Supply Agency in Ottawa, Jiang Biao, and 
other international brokers, including a mysterious American named 
Mr. Schroeder. These munitions, which included thousands of Bren 
guns and pistols, over ro million rounds of ammunition, and twenty 
tanks, were shipped from Canada and European countries like Spain 
and Belgium to Guangzhou via Hong Kong.*! The Hong Kong governor, 
Alexander Grantham, hoping adjacent South China would remain a 
Communist-free zone, wrote to Soong that he would be pleased to grant 
the necessary facilities for the shipments.” 

T. V. Soong was equally concerned about consolidating the prov- 
ince’s economic stability and financial security. Just before his in- 
auguration, an agreement was signed between the Central Bank of 
China and the Hong Kong government in which the Guangdong pro- 
vincial authorities obtained promises of cooperation from the British 
colonial authorities to suppress smuggling between South China and 
Hong Kong. This agreement was designed to ensure that tax revenues 
from Chinese exports via Hong Kong would come into the hands of 
the Nationalist government and to secure the elimination of the 
existing free markets in Hong Kong in U.S. dollars and Chinese 
Nationalist currency.** Shortly after assuming his new post in Guang- 
zhou, Soong endeavored to attract foreign investments for the prov- 
ince’s economic development. In early 1948, despite the anti-British 
demonstrations in Kowloon and other major cities in Guangdong, there 
was talk of a big British project in the province. A new “Guangdong Iron 
and Steel Works Project” was feverishly discussed, and Soong sought 
British cooperation in industrial and other investment undertak- 
ings.** Considering that their colonial interest in Hong Kong was 
closely connected to the situation in Guangdong, it is not surprising 
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Whitehall policymakers seemed more cooperative than those in any 
other country to work with Soong to bolster the economy in South 
China. 

At the same time, the United States was not exactly absent from 
Soong’s efforts to build a Nationalist power base in southern China. 
In early 1948, with the help of William Youngman, another important 
associate of T. V. Soong from his wartime years, discussions got un- 
derway about the participation of Morrison-Knudsen, one of the largest 
construction companies in the United States, in developing the Chi- 
nese infrastructure. Some of the grandiose projects discussed included 
the reconstruction of the Guangzhou-Hankou railway, the building of 
a new railway connecting Guangzhou with Southwest China, and the 
renovation of the Whampoa harbor.* In addition, Soong brought with 
him Nationalist premier Weng Wenhao to endorse a cross-regional eco- 
nomic cooperation program to be mounted by provincial authorities 
south of the Yangtze. 

In the early summer of 1948, Soong somehow managed to bring to- 
gether governors from Hunan, Fujian, Taiwan, Jiangxi, and Guangxi 
in Guangzhou to coordinate their actions in developing South China’s 
economy, finances, and infrastructure. For a short time, this political 
feat, along with the spreading news that the U.S. Congress would soon 
approve all-out aid to the Nationalists, momentarily attracted hun- 
dreds of foreign investors who were interested in areas under Soong’s 
control.*° 

Within the KMT power structure, however, the struggle over who 
should be the real master of South China remained fierce. One of 
Soong’s strongest competitors was General Zhang Fakui, a powerful 
Cantonese leftist militarist who was Soong’s predecessor as head of 
Chiang Kai-shek’s field headquarters in Guangdong. Zhang was not 
only bitterly opposed to Soong’s control of the province’s military, but 
also disagreed with Soong over the issue of including Hainan Island, 
where the Soong family came from, as part of Guangzhou. Zhang ad- 
vocated that, to reinforce South China as an effective Communist-free 
region, it was imperative to detach Hainan from Guangdong provin- 
cial jurisdiction. As Zhang saw it, establishing a new Hainan provin- 
cial administration directly under Nationalist control and maintaining 
an independent garrison command, separate from provincial authori- 
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ties, would both alleviate the burdens of Guangzhou and facilitate 
Communist suppression activities on the island.*’ According to Zhang, 
around May 1947, Nanjing accepted his proposal and Chiang Kai-shek 
was ready to appoint him as the first governor of the island.** 

Zhang Fakui’s intension of making Hainan a province was met 
with strong opposition by T. V. Soong, who, Zhang alleged, went to 
great lengths to prevent Chiang from making Zhang the island’s new 
governor. Further, Soong’s determination to bring the island into his 
own satrapy was remarkable. Between late 1947 and the spring of 1948, 
Soong invited United Nations Relief and Rehabilitation Administra- 
tion staff and Japanese experts to conduct a thorough investigation of 
Hainan’s economic and agricultural conditions. Several small-scale in- 
dustrial and fishery projects were also under consideration.*” In early 
April 1948, at the invitation of Soong, John Leighton Stuart and General 
David Barr, chief of the U.S. Military Advisory Group in China, flew to 
Hainan to inspect the island. It was reported that the establishment of 
a U.S. military base on the island was being carefully considered, a 
rumor that soon invited Communist accusations that Soong was about 
to sell out the island to the “evil American imperialists.”*° 

It was not until early 1949 that Hainan was eventually made a 
provincial-level “special administrative district.” Just before Chiang 
Kai-shek stepped down from the presidency and T. V. Soong resigned 
from the provincial governorship, Zhang Fakui was nominated to be 
the first governor of the island. At this juncture, the search for a final 
territorial base had become a matter of life and death to the crum- 
bling Nationalist authorities. Believing it was too late to rescue the 
Nationalists from civil war, a less-confident Zhang turned down the 
appointment.*! As will be shown later, the idea of turning Hainan 
into an anti-Communist redoubt would revive after the Korean War 
broke out, although by that time it was largely an American, rather 
than Nationalist, initiative. 


CHINA'S DISINTEGRATION PERCEIVED 


Between late 1947 and the fall of 1948, despite a deteriorating situation 
in areas north of the Yangtze, T. V. Soong’s effort to consolidate the 
Nationalist position in South China had achieved a certain degree of 
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success. Chiang Kai-shek noted in his diary in May 1948 that he was 
truly inspired by Soong’s efforts in South China at a time when the 
situation in other parts of China looked so gloomy.” As late as January 
1949, areport submitted to Mao Zedong from the Communist Chinese 
Party (CCP) underground unit in the Guangdong and Guangxi regions 
admitted that the Nationalist “banditry suppression” in these two 
provinces was so effective that local Communist guerrilla activities 
were badly checkmated and thus the guerrillas had had to retreat into 
the mountain areas on the Guangxi-Vietnam border.’ In fact, Soong’s 
success in purchasing as much ammunition as he could from abroad for 
his regional forces was largely overshadowed by his difficulty in 
enlisting enough local soldiers. Even so, the ill-equipped local Com- 
munist irregulars were in an even weaker position to challenge the 
Nationalist authorities and take over the whole region.*4 On Hainan 
Island, for example, between late 1948 and early 1949, the local Com- 
munist leader Feng Baiju reported to Mao that the transfer of a consid- 
erable number of local Nationalist troops to fight on the mainland had 
enabled the Communist guerrillas to capture a few counties. But Feng 
also reckoned that Nationalist control of Hainan remained steadfast 
and, in contrast to the Communist victory on the mainland, he was 
never optimistic about an immediate “liberation” of the island.* 
The Nationalists’ endeavor to keep South China away from the rav- 
ages of the civil war, together with a steady decline of their influence 
in areas north of the Yangtze, led foreign diplomats and observers to 
predict that China would gradually lose any hope of becoming a uni- 
tary state and instead devolve into a number of separate regions, similar 
to the way it was in the early years of the republic. The British were the 
first to suggest this. Several weeks after Nanjing’s disastrous military 
defeat in Shandong in May 1947, a top-secret memorandum from the 
British War Office in London, dated July 7, concluded that the Nation- 
alist central regime would soon lose its already precarious hold on 
Manchuria, which could then become a Soviet puppet state; North 
China seemed likely to come under Communist control as a Chinese 
Communist state; South China and the western provinces might es- 
tablish their independence under regional warlords; Formosa might 
become independent; and the threatened loss of territory to the Com- 
munists might be a factor in intensifying Nationalist interest in 
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China’s claims to territories bordering Southwest China.*° Although 
officials from the Foreign Office were more cautious about the predic- 
tions than their counterparts in the War Office, a commonly held view 
now in Whitehall was that the Nationalist government under Chiang 
Kai-shek could either be saved by an all-out American aid, or be left 
alone to disintegrate. The current U.S. policy of limited support for 
Chiang would achieve no result, but instead lead China to return “to 
the days of native warlords.” 4 

Was such a return to “the days of native warlords” really what the 
British wanted? To some American officials, the answer seemed to 
be yes. In the summer of 1947, as Chiang Kai-shek was fighting to 
strengthen Nanjing’s control over Guangdong, rumors began to circu- 
late that the British were implicitly encouraging a separatist movement 
in South China. This British-instigated movement, some American 
diplomats in China alleged, was led by a KMT left-wing general named 
Li Jishen, a native of Guangxi province who was also a long-time rival 
of Chiang Kai-shek.*® Although there was no strong evidence to sup- 
port such a claim by the British, the American embassy in Nanjing 
immediately instructed all American consular officers in China to 
“quietly investigate the possibility of the development” of separatist 
movements in each consular district.” 

By early 1948, important foreign representatives in China, including 
American ambassador John Leighton Stuart, were inclined to believe 
that the trend toward regionalism had become very real. In a series of 
analytical reports cabled back to the State Department, Stuart posited 
that the decline of the Nationalist authorities would lead to a breakup 
of China into regional and loosely federated units. The deterioration of 
central authority would also encourage the strongest men to carry on, 
each in his own territory, as virtually independent entities. Stuart ar- 
gued this breakup into smaller regional units would have the advantage 
of more direct control of the local administration and of rallying 
militia bands to protect their “home turfs” from bandits or Com- 
munists. These federated units might also maintain a common or- 
ganization for foreign affairs. Stuart particularly raised the example 
of T. V. Soong’s endeavor in Guangdong and Hainan as clear evidence 
that the appearance of several anti-Communist regional blocs was a 
highly likely development in China.*° 
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Interestingly, U.S. military and intelligence establishments also 
shared such a prediction. Sometime during the fall of 1947, the Intel- 
ligence Division of the War Department went a step further by ex- 
ploring the impact of the development of regional divisions in China 
and the concomitant disintegration of the Nationalist government au- 
thority on the Nationalist army and thereby on the possible outcome 
of the Chinese civil war.*! In a research report issued in November 
1947, the still nascent CIA estimated that “secession tendencies” were 
now prevailing in both the northern and southern peripheries of China. 
In the North, the de facto independence of Outer Mongolia in early 
1946 had generated a potent example for other ethnic minority groups 
who were subsequently inspired to carve out their own political ter- 
ritories from the Nationalist center. In South China, President Tru- 
man’s intelligence analysts watched T. V. Soong’s efforts to convert 
agricultural South China into a territorial fortress that would be self- 
sufficient and defensible from Communist attacks. But unlike the U.S. 
Embassy in Nanjing, which had predicted Soong would be the leader 
of the South China region, the CIA thought two other powerful re- 
gional militarists, Li Jishen and Zhang Fakui, would be the most 
likely leading figures in such a separatist movement.*? 

By mid-1948, overall developments in China had led American of- 
ficials, both civil and military, to agree that the gradual creation of new 
territorial divisions, coupled with the emergence of their concomitant 
local authorities, was the most likely scenario in war-torn China. 
Therefore, to the United States, taking prompt and decisive measures 
to cope with such a development stood out as a matter of urgency.*? 
Not surprisingly, American consular personnel and secret agents ev- 
erywhere in China were busy building close contacts with political and 
military figures of various sorts who were perceived to be potential 
leaders of future anti-Communist campaigns and, therefore, ultimately 
of the new political units. In Inner Mongolia, for example, a mysterious 
Frank B. Bessac, allegedly a CIA agent, was actively engaged in secret 
communications with Prince Demchugdongrob (De Wang), the most 
prominent name of the Inner Mongols.°* Using the opportune timing 
of the convention of the National Assembly in Nanjing in May 1948, 
American embassy staff covertly approached several key ethnic politi- 
cians coming from that part of China. Ningxia provincial governor Ma 
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Hongkui recalled that when staying in Nanjing, he was unexpectedly 
invited for a private dinner at John Leighton Stuart’s residence, where 
the ambassador was eager to gain firsthand information on Inner Mon- 
golia. Stuart informed Ma that Washington was willing to assist his 
provincial regime militarily and economically if Ma carried on an anti- 
Communist stance in his territorial domain. Stuart also revealed that 
several other Nationalist military leaders, such as the Suiyuan provin- 
cial governor Fu Zuoyi, had agreed to collaborate with the United 
States.°° 

In Urumqi, American Vice Consul (and CIA agent) Douglas Mac- 
kiernan was busy fostering new anti-Communist connections with local 
ethnic minority figures in China’s far west, notably Osman Batur, a 
well-known leader of local Kazakhs.** In March and April 1948, J. Hall 
Paxton, Mackiernan’s nominal superior at the consulate, conducted a 
thorough inspection tour of Xinjiang, where he underscored the 
strength and goodwill of the United States toward the local minority 
peoples, while at the same time he searched for potential candidates 
for future cooperation.” In October 1948, a list of possible recipients 
of American aid in China’s western frontier then still beyond the Com- 
munists’ reach was submitted to the U.S. Embassy in Nanjing. No- 
ticeable names on the list included figures from the famous Ma Muslim 
family in Northwest China: Ma Hongkui in Ningxia, Ma Bufang in 
Qinghai, Ma Jiyuan in Gansu Corridor, and Ma Chengxiang in Xin- 
jiang. With the Nationalists seemingly on the losing side of the civil 
war, Stuart brooked no delaying in urging Washington to render im- 
mediate assistance to these regional leaders and their forces to keep 
away the Communist threat.°* 


THE GENERALISSIMO STEPS DOWN 


Within this strategic framework, with the inevitability of a disinte- 
grated and regionally based China was perceived with alarm by the 
Americans, a new Taiwan formula began to take shape within high U.S. 
political and military circles. It was generally agreed in Washington 
that, as China would very likely return to localized politics, American 
support should henceforth be given to “regional groups or individuals 
capable of fighting with the Communists,” rather than provided to a 
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precarious and inept Nationalist central authority in Nanjing.” To ful- 
fill this goal, targeting the man to lead each potential regional regime 
was imperative. Given this new policy, compared to what had been 
done in the outlying territories of China’s north and northwest, the 
actions undertaken with regard to Taiwan came relatively slowly. In 
Taipei, U.S. Consular staff on the island had done little more since mid- 
1947 than promote the picture of America as the world’s foremost 
champion of liberty, democracy, and minority rights. Yet, such propa- 
ganda only invited bitter criticism from local Nationalist-controlled 
mass media, which accused the Americans of attempting to further 
“tighten their hold on Taiwan and turn the island into a new colony of 
their own.”® In fact, criticism of the United States by the Nationalist 
mass media grew to such an extent that, in early December 1947, the 
State Department had to clear the air by stating that both Washington 
and Nanjing were in complete accord over the issue of Taiwan’s future 
and that any statements to the contrary were but the opinions of 
individuals.*! 

While the British and American governments were concluding that 
China would soon dissolve into several smaller territorial regimes, Tai- 
wanese elites who favored political independence for Taiwan were 
busy warning that with the likely collapse of the Nationalist govern- 
ment, American military forces would soon occupy the island.” In the 
meantime, American consular officials in Taipei, like their counter- 
parts in other consular posts in China, began developing “exploratory 
thoughts” on Taiwan, should the situation further deteriorate on the 
mainland. As to what measures should be taken if the Communists 
advanced into South China and threatened the island’s security, no 
agreement could be reached between the Defense and State depart- 
ments even up to the end of 1948. General MacArthur and his staff in 
SCAP headquarters emphatically underscored the danger of permitting 
communist or other anti-Western groups to come into power on Taiwan 
and thereby rupture the U.S. defense line in the Far East. And yet, im- 
plementation of such a policy presented significant problems, in par- 
ticular, who, for example, should lead the island in the absence of 
Chiang Kai-shek? What would the U.S. position be should the current 
provincial governor, Wei Daoming, or General Sun Liren declare au- 
tonomy, or ask to be taken under the wing of the United Nations upon 
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Chiang’s downfall? No definite answers to these possibilities were ar- 
rived at either in Tokyo or in Washington. 

On the other hand, things were worsening day by day on the Chi- 
nese mainland. In mid-September 1948, the Chinese Communists 
captured Jinan, the provincial capital of Shandong and the first big 
metropolis south of the Great Wall to be lost permanently to the Chi- 
nese Communists. In Jinan, the majority of the demoralized Nation- 
alist garrison had refused to fight, and some actually defected, a clear 
sign to some foreign observers that the demise of the Nationalist 
military presence in North China, and ultimately in all of China, was 
a foregone conclusion.** The transformation from a sustained defense 
to defection and surrender that occurred at Jinan was repeated several 
times over during the final stages of the civil war. This undoubtedly 
helped speed up the timetable for destruction of the Nationalist forces, 
which occurred between late 1948 and the end of January 1949, when 
the Communists launched a coordinated general offensive against 
three major concentrations of Nationalist armies: the Liaoxi-Shenyang 
(Mukden) campaign, from September 12 to November 21, 1948, which 
ended in the complete defeat of the Nationalist armies in Manchuria; 
the Peking-Tianjin campaign, from November 21 to January 31, 1949, 
which ended Nationalist resistance in North China; and the Huai-Hai 
campaign, between November 6 and January 10, which removed the 
last major obstacle for the Communist march southward of the Yangtze 
Valley and beyond.® 

Elsewhere, Harry Truman was re-elected president of the United 
States by the narrowest of margins (up to that time) in American his- 
tory on the same day that Shenyang fell to the Communists. For Chiang 
Kai-shek and his close associates, Truman’s election was as big a set- 
back as their military disasters in Manchuria. They had hoped that the 
relationship between the Nationalists and the United States under a 
Republican administration would signal a return to the kind of close 
alliance they had experienced during World War II. The Republicans, 
Chiang felt, were more likely to see the threat posed to both America 
and China by the Communists and therefore be more willing to coun- 
teract it, even at the risk of an all-out war. On the other hand, with 
Truman and the Democrats, Chiang felt there would be little more than 
empty phrases. In the last week of November, Chiang and his wife felt 
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so hard-pressed by the extremely adverse situation that he described 
the two of them in his diary as being trapped in “living death.” To 
rescue Nationalist China from its final breakdown, Madame Chiang 
decided to fly to Washington to make one last-ditch effort to seek aid 
from Truman and George Marshall, an idea that her husband sniffed 
at as unnecessary, stating that it would only cause humiliation.” 
Chiang tried in vain to dissuade his wife from going, but she left 
Shanghai for the United States on November 28, 1948.68 

Madame Chiang’s visit to Washington, as it turned out, did little 
good to save either the Nationalist government or her husband’s po- 
litical career. Beginning in early December 1948 the United States 
began to put pressure on Chiang Kai-shek to step down. Since the end 
of the Marshall mission, the Truman administration had been edging 
back from Chiang to avoid being trapped in the wreckage of his im- 
pending defeat. If Chiang’s removal could bring the Nationalists and 
the Communists to the negotiation table, thus stopping the Commu- 
nists at the Yangtze, it seemed from Washington's viewpoint there was 
no reason why he should stay on, and, indeed, that it might be helpful 
to all if he were taken out of the picture altogether and someone else 
given a chance to try.® This message was informally spread to higher 
authorities in Nanjing and by Fu Jingbo, the adopted son of John Leighton 
Stuart who was also a special assistant to the ambassador. Fu’s action 
incurred the wrath of Chiang, causing the latter to disparage the Amer- 
ican embassy as responsible for his overthrow.” 

Inspired by the way the Americans were putting distance between 
themselves and Chiang, the Guangxi Clique, represented by Vice Pres- 
ident Li Zongren, began forcefully pressing for Chiang’s resignation 
using various excuses, particularly blaming him for the recent mili- 
tary defeat in North and Northeast China. Believing that the United 
States was now backing them, key elements of the clique openly ex- 
pressed their great hope in the proposed peace negotiation with Mao 
Zedong that Chiang would step down. Meanwhile, movements against 
Chiang were growing stronger in provinces south of the Yangtze. In 
the final week of December 1948, politicians in Guangxi and Hunan 
provinces went so far as to publicly advocate for Chiang to retire as 
early as possible so as not to hamper the Nationalists’ “long-awaited” 
peace negotiations with the Communists.’! 
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Two crucial events occurring at this juncture pushed a stubborn 
Chiang Kai-shek, who would otherwise refuse to yield to domestic and 
diplomatic pressure, to consider retreating from the political scene. The 
first was the election of the president of the Legislative Yuan, a move 
that only deepened the fractures in the KMT party. Chiang favored party 
nominee Li Peiji, a core member from the CC Clique who was staunchly 
rightwing and strongly opposed to Li Zongren’s peace overture with the 
Communists. Other major factions within the KMT, including the Po- 
litical Science Clique, the Youth Corps, and regional cliques, instead 
supported Tong Guanxian, and Li lost the election on December 24. 
Chiang, of course, was humiliated and maddened. The implication, 
moreover, was that the party apparatus was now completely out of his 
control, and his anti-Communist stance gained little support more than 
the extreme-rightist CC Clique.”” 

On the day after the Legislative Yuan election, Chiang Kai-shek 
learned that his instructions to the Chinese Navy a week before to 
transfer the Nationalist 2nd Army stationed in Sichuan eastward, 
where it could safeguard the Lower Yangtze Delta, were categorically 
opposed by General Bai Chongxi. Disagreeing with Chiang’s intended 
troop maneuver, Bai instead ordered the interception of the navy war- 
ships carrying the troops in Wuhan, where the Guangxi general’s Cen- 
tral China Bandit Suppression Headquarters was located. Realizing 
now that the strategically critical Central China front was in the hands 
of General Bai and his Guangxi armies, Chiang backed down and 
humbly withdrew his earlier instructions.” 

With his political and military power rapidly slipping away, Chiang’s 
retreat from the political arena became inevitable. On January 14, 1949, 
Mao Zedong issued his conditions for peace, a harsh “eight-point pro- 
posal” which demanded, among other things, that Chiang Kai-shek be 
put on trial as a war criminal, the Nationalist armed forces be integrated 
into the PLA, and the Nationalist government be abolished. Chiang 
refused to accept these conditions, and on January 21 “retired” (yintui) 
from the presidency. Li Zongren succeeded him as acting president and 
opened formal peace negotiations with the CCP.” At the turn of 1949, 
as looming crises were threatening his political career and even the 
regime he had led, Chiang encountered his gravest critical juncture 
since the end of World War II. Whatever decisions he would make or 
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dismiss, and whatever actions he would take or drop, would generate 
strong repercussions in the development of China’s political land- 
scape, creating far-reaching impacts on the fate of Taiwan. 


LIVINGSTON MERCHANT GOES TO TAIWAN 


With Chiang ostensibly out of the way, Washington revealed its deter- 
mination to prevent Taiwan from falling into Communist hands. 
For the American policy planners, finding potential regional leaders 
and/or governing groups to deal with, and thereby to secure Amer- 
ican interests in a China without a strongman such as Chiang, was 
paramount. A National Security Council paper in early January 1949 
(NSC 34/1) articulated the American aim “in a chaotic China” was to 
“prevent it from becoming an adjunct of Soviet power.” In pursuing 
this goal, top strategists in Washington felt it important to devise ap- 
propriate plans and to make timely preparations to exploit opportuni- 
ties in all regions of China, while at the same time maintaining flex- 
ibility and avoiding irrevocable commitments to any one course of 
action or to any one faction.” As a result, at least for the time being, it 
was not entirely unreasonable that the strategists thought North- 
west China under General Zhang Zhizhong and the Ma Muslims, 
and Sichuan, Yunnan, and Guizhou provinces in the southwest under 
their respective provincial leaders, might remain safe and secure from 
the Chinese Communists.” 

In South China, most of which was free from immediate Commu- 
nist threats, T. V. Soong remained at the top of the list of leaders in 
whom Washington had great hopes, and the reason is not difficult to 
discern. Since early 1948, Soong had been in contact with Li Jishen and 
other anti-Chiang Kai-shek politicians from the Guangdong Clique to 
determine how and where they could collaborate to secure a noncom- 
munist South China. Presumably with tacit permission from Chiang, 
Soong at one point was engaged in incorporating as many dissident 
Nationalist regional politicians and militarists as possible into his pro- 
vincial administration. By so doing, Soong sought to expand the social- 
political base of what appeared to be the KMT’s last stronghold in South 
China, which would now encompass various factions and cliques.” 
On the eve of Chiang’s retirement, James Brennan, Soong’s contact in 
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Washington, informed him that because of Soong’s outwardly liberal 
image, the U.S. government would “work out with strong adherents 
here” how to save this region, a goal that was “essential to U.S. inter- 
ests.” Brennan further stated that powerful elements in Washington’s 
military circles were working on “another AVG [American Volunteer 
Group] operation to help gain time [to] organize the Yangtze line,” 
adding that in every important discussion Soong was the most re- 
spected Chinese leader, of whom the “most is hoped.”’* 

On December 29, 1948, three weeks before his retirement, Chiang 
Kai-shek appointed General Chen Cheng as the new provincial gov- 
ernor of Taiwan. A loyal subordinate and comrade of Chiang since the 
mid-1920s, Chen was regarded by the American consular staff in Taipei 
as one of the few generals in whom Chiang had complete and absolute 
trust, and so it was assumed his appointment to Taiwan indicated 
Chiang’s plan to make the island his home base.” Such speculation 
grew during the first weeks of January 1949 when Chiang Ching-kuo 
was asked by his father to take charge of the KMT party mechanism on 
the island. In addition, various American intelligence sources around 
this time indicated that Chiang had secretly managed to transfer the 
government’s gold and silver, and foreign exchange reserves worth $506 
million in total, out of Shanghai. Although their exact destination was 
unknown, Taiwan was considered to be the most likely.*° 

Whether Chiang Kai-shek had long designated Taiwan as his last 
territorial refuge, as most experts on modern Chinese history main- 
tain, is a question that remains open to debate.*! On January 17, 1949, 
Chiang wrote to his wife in the United States, informing her of his 
imminent resignation. Meanwhile, Chiang stressed that the central 
government “will not be moved to Taipei, nor was he planning to go 
there.”8 Madame Chiang, still struggling to lobby for possible U.S. aid 
to prolong the Nationalist regime in its eleventh hour, strongly dis- 
agreed with her husband’s decision. Instead, she repeatedly urged 
Chiang that if he believed the safety of Nanjing was now in serious 
question, then he should move the Nationalist power base either to 
Taiwan or to Guangdong so as to continue the fight against the Com- 
munists.** Her advice fell on deaf ears, as at this juncture Chiang still 
seemed quite optimistic about making an effective defense south of the 
Yangtze.*4 In addition, by early 1949, despite the Communist lack of 
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amphibious capacity, for Chiang and many of his core followers, con- 
sidering the scarcity of natural resources and the possible defections 
and subversion from within the local Nationalist apparatus, Taiwan 
did not appear to be safer, either politically, economically, or militarily, 
than Guangdong or other southern provinces on the mainland.*° 

Nevertheless, to many outsiders, as Chiang’s resignation loomed to- 
ward the end of 1948, he seemed to have chosen Taiwan as one pos- 
sible territorial refuge. Seeing that Chiang’s influence now began 
stretching to Taiwan, officials in Washington tended to believe that the 
island would inevitably be embroiled in China’s civil war. In early Feb- 
ruary 1949, trans-departmental discussions on the U.S. position to- 
ward Taiwan were heatedly underway in a National Security Council 
session.® In the end, the State Department and Defense Department 
chiefs both recognized Taiwan’s strategic importance, and thus Wash- 
ington decided it should seek to develop and support a local non- 
Communist Chinese regime that would provide “at least a modicum 
of decent government for the island.” It was also agreed that the 
United States should “seek discreetly to maintain contact with poten- 
tial native Taiwanese leaders” with a view to being able to make use of 
a “Formosan autonomous movement” should it appear at some future 
date to be in the U.S. national interest to do so. They also reached con- 
sensus on a telling reality: If and when a Chinese coalition government 
was formed between Li Zongren and Mao Zedong, Taiwan would be 
governed by a Chinese central government jointly run by the Commu- 
nists. Washington concluded that it was urgent to do something to 
prevent the island from being taken over by the Communists.®? 

The Joint Chiefs of Staff strongly opposed an overt military com- 
mitment in Taiwan as the disparity between the U.S. military strength 
and its global obligations made the employment of any armed force on 
the island next to impossible. Nevertheless, they agreed that “some 
form of military support” should be made available to assist the vig- 
orous implementation of Washington’s diplomatic and economic policy 
for “developing and supporting a non-Communist regime in Taiwan.” 
In conclusion, the military establishment urged the State Department 
to strengthen and increase its diplomatic representation on Taiwan and 
immediately send a high-ranking officer to Taipei, to approach the gov- 
ernor of Taiwan along those lines. After the governor agreed to coop- 
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erate with the United States, Washington would render economic and 
technical support designed to maintain a viable and self-supporting 
economy on the island.” 

Dean Acheson, Truman’s new secretary of state, who hitherto knew 
little about the situation in Asia, green-lighted the implementation of 
the aforementioned policy. It was within this context of a newly for- 
mulated strategy toward Taiwan that the mission of Livingston Mer- 
chant was carried out. Merchant was not one of the State Department’s 
China hands. From 1945 to 1948 he had served as an economic advisor 
in the U.S. Embassy in Paris, and his first assignment in China was as 
counselor of the American embassy in Nanjing. Still, he was dispatched 
as that very “high-ranking officer” to Taiwan in accordance with the 
policies set forth in Washington. By the last week of February 1949, 
Merchant was already in Taiwan, where several other U.S. military 
and economic officials were also visiting.?! His task was twofold. First, 
he would investigate the political situation on Taiwan, determine 
who was running the island, and assess whether that leader would 
be able to provide at least “a modicum of decent government” and be 
willing to cooperate with Washington. Second, he would assess the 
Taiwanese independence movement, which was reported to be active 
on the island.?” 

While in Taipei, Merchant initially planned to meet with Chen 
Cheng and pass on Washington’s messages to him. However, at the last 
minute, Merchant avoided approaching the governor, whom he por- 
trayed as seriously lacking the political abilities that the island ad- 
ministration needed. Instead, on March 6, 1949, Merchant cabled Dean 
Acheson, recommending that the State Department instruct Ambas- 
sador Stuart to encourage Acting President Li Zongren to replace Chen 
with General Sun Liren as soon as possible.” David Finkelstein argues 
that Merchant thought it unwise to approach Chen because Chen’s gov- 
ernorship was insecure at this moment.” This is probably true, al- 
though it was more likely that Merchant had been deeply influenced 
by his close associates at the Economic Cooperation Administration 
(ECA) mission in China, who almost unanimously disliked Chiang 
Kai-shek. Chen Cheng, having been labeled as Chiang’s man, thus be- 
came a scapegoat.”° Another reason for this last-minute change of at- 
titude was quite obvious: Just a few days before Merchant’s arrival in 


80 ACCIDENTAL STATE 


Taiwan, General MacArthur invited Sun to visit Tokyo for a personal 
meeting. A SCAP chartered plane was specially arranged to carry Sun 
and his entourage between Taiwan and Japan. The signal seemed clear: 
It was Sun, rather than Chen, who was SCAP’s favorite on the island.” 

Dean Acheson had no doubt about Sun Liren’s integrity, capability, 
and disposition toward the United States, but he nevertheless worried 
about Sun’s lack of administrative experience.” In response to the sec- 
retary of state’s doubts, Merchant emphasized that Sun possessed the 
political courage and ideal nature for Taiwan’s governorship, as he was 
effective and liberal, and more crucially, Sun was a maverick “not so 
bound to Chiang Kai-shek” as to permit Chiang to turn Taiwan into 
his private island citadel if the Communists ultimately occupied the 
entire mainland. With such a possibility looming large, Merchant 
strongly suggested that no economic aid project be granted until Chen 
Cheng was replaced.?* 

Livingston Merchant, certainly not a China expert, knew much less 
about Chinese Nationalist politics than he pretended, and his obser- 
vation and conclusion might not be entirely accurate; but his assess- 
ment was fair enough to create a stir in Taiwan’s military and political 
circles. Extremely insecure about his position in Taiwan, in late March 
1949, Chen Cheng rushed to meet Chiang Kai-shek in Xikou, the Gen- 
eralissimo’s hometown in Zhejiang Province, and detailed the “ongoing 
American intrigues” surrounding Taiwan.” In early April, Sun Liren, 
whom Merchant deemed as “not so bound to Chiang,” also flew to 
Xikou to meet with Chiang. Fully aware that Sun was now unmistak- 
ably the Americans’ preference, Chiang reportedly showed him the spe- 
cial courtesy of accompanying him quite some distance from the house 
when Sun left. Chiang also encouraged Sun to go back to Taiwan and 
continue training the Nationalist army. 

Shortly after Sun’s visit to Xikou, an anxious Li Zongren advised 
John Leighton Stuart that if the United States genuinely believed Sun 
was a better choice than Chen to govern Taiwan, Washington should 
negotiate with Chiang for a new arrangement. Li thought it useful for 
the Americans to approach Wu Zhongxin, a KMT veteran who admired 
Sun and had Chiang’s confidence. In the eyes of the Guangxi Clique, 
it was evident that Chiang had endorsed Sun, whose appointment as 
Taiwan’s new governor might attract support from both the United 
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States and different factions within the KMT. Given Chen Cheng’s 
unique ties with Chiang, Stuart found it reasonable to argue that a 
Taiwan under Sun would be in the interest of the Nationalist authori- 
ties now headed by Li Zongren.!° 

By the spring of 1949, Merchant’s recommendation of not ap- 
proaching Chen Cheng, thus indicating the cultivation of Sun Liren, 
seemed to have generally become a consensus both in Washington and 
the SCAP Headquarters in Tokyo. “If he [Sun] accepts, we shall have 
made a major military gain in dividing the Chinese forces now on the 
island,” as one piece of the State Department draft memorandum op- 
timistically predicted, and “Chiang Kai-shek will be accorded the 
status of a political refugee.” 10? However, the Chinese Nationalist po- 
litical landscape was far more complicated than officials in the Amer- 
ican embassy in Nanjing or in Washington could have visualized, and 
Chen Cheng’s political fortune was not yet sealed. The relationship 
between Chen Cheng, who still was at the helm on the island, and 
his professed mentor Chiang Kai-shek, was not as harmonious and 
intimate as outsiders would have perceived, a fact that the Americans 
would soon come to realize. As long as Chen remained strong on the 
island, he would have the support of some American strategists. Sev- 
eral key policies that Chen undertook in the months after Merchant’s 
tour in Taiwan clearly demonstrated that it was Chen, not Sun or 
anyone else, who played a major role in directing the island’s future. On 
the other hand, it was America’s professed intention to back Sun Liren 
as an ideal military leader in Taiwan (and K. C. Wu, a Princeton grad- 
uate, as a possible political leader on the island), which would mean a 
tragedy for Sun, the talented yet politically naive Virginia graduate, in 
the decades to come. 


4 


Chiang Kai-shek in Eclipse 


BEFORE TAKING HIS leave of the presidency on January 21, 1949, 
Chiang Kai-shek undertook a series of political and personnel arrange- 
ments that made his retirement indeed resemble a mere temporary 
expediency. In addition to anointing his Whampoa subordinate Chen 
Cheng as Taiwan’s new governor as a way to consolidate the island rear, 
Chiang also placed several of his trustworthy associates in key posi- 
tions in areas south of the Yangtze. Zhang Qun and Zhu Shaoliang, his 
two fellow students back in the early Japan years, were made directors 
of the bandit suppression headquarters in Chongqing and Fuzhou, re- 
spectively, positions which gave them legal authority to command the 
local military in the southwest and southeast; Tang Enbo, another of 
Chiang’s trusted military subordinates who also shared the same Japa- 
nese military educational background, was entrusted to command 
the Nationalist garrison forces in the critical great Nanjing-Shanghai- 
Hangzhou area and was made responsible for the Yangtze defense line; 
and Yu Hanmou, a Cantonese militarist who in 1936 decisively sided 
with Chiang, thus quietening an anti-Chiang rebellion by the Guang- 
dong and Guangxi cliques, was assigned the task of heading the mili- 
tary in Guangdong and Hainan Island.! 

While placing confidants in crucial posts south of the Yangtze, 
Chiang lost no time in moving national reserves from the Bank of 
China treasury in Shanghai to such relatively safer places in the south 
as Amoy, Keelung, and Guangzhou.’ Recent research by Wu Xingyong, 
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the son of Wu Songgqing, head of the Budget and Finance Directorate of 
the Nationalist Combined Services who was deeply engaged in Chi- 
ang’s secret business dealings, reveals that the total treasuries, in- 
cluding gold, silver, and foreign exchanges, transferred out of Shanghai 
between December 1948 and May 1949, amounted to 4 million taels 
(about 6.43 million ounces) of gold, equivalent to $500 million. An- 
other secret transference to Guangzhou of 3 million silver coins then 
stored in Wuhan was attempted, but it was intercepted by Bai Chongxi, 
who apparently tried to place this piece of the treasury under his own 
control so as to stabilize the financial conditions in Central China.* 
Chiang would later use the bullion and foreign notes at his disposal to 
launch Taiwan’s financial reforms and stabilize Taiwan’s new currency, 
to pay for those army divisions still struggling with the Communists 
on the mainland, and to prepare for his return to power. 

Meanwhile, Chiang Kai-shek allowed no delay in summoning 
southern provincial governors for personal meetings. In early January 
1949, governors of Yunnan, Guizhou, and Sichuan provinces flew to 
Nanjing, where Chiang was eager to secure their political allegiance 
and, hopefully, their unswerving anti-Communist stance.° After an- 
nouncing his resignation, Chiang, still holding the title as head of the 
KMT party, returned to his “little Western-style house” at his home 
hamlet in Xikou, Zhejiang Province. At Xikou, Chiang established sev- 
eral wireless radio stations, through which he continued to monitor 
and remotely control military, political, and party affairs in the areas 
held by the Nationalists. Within three months of his “retirement,” 
Chiang received more than a hundred important Nationalist civil and 
military officials, to whom he was relentless in offering his “personal 
and informal” advice on almost every outstanding issue.° 

Despite Chiang Kai-shek’s professed retreat from the public scene, 
the prospect of Nationalist rule in China remained uncertain. The 
Nationalist authorities under Li Zongren, who had the backing of Gen- 
eral Bai Chongxi and his half-million troops deployed in Central China, 
seemed momentarily confident about an effective management of a new 
political landscape in Chiang’s absence.’ In late January 1949, Bai made 
known to John Leighton Stuart that he would endeavor to create an anti- 
Communist bloc through an alliance with the Muslim leaders in the far 
northwest and regional militarists in the south and southwest. The 


84 ACCIDENTAL STATE 


Guangxi general told the American ambassador both he and Li were 
confident that, with the peace negotiations with the CCP imminent, 
these regional leaders could be expected to form a new political bloc, as 
they were “already seeking means to cast off affiliations with Chiang 
Kai-shek.”® 

Yet the American ambassador doubted that Chiang’s withdrawal 
from the scene was genuine, and that Li’s legal authority within the 
Nationalist government had the scope he claimed. Realistically 
speaking, as the Guangxi Clique was forming an anti-Communist 
political confederation that included anti-Chiang elements, a fierce 
struggle between Chiang and Li over their future respective base areas 
in the gradually shrinking and endangered Nationalist territorial 
domain was unavoidable.’ In his personal memoir, Li detailed his 
original scheme to secure a southwest territorial citadel in case nego- 
tiations with Mao Zedong ultimately failed. According to Li, if in 
the worst case scenario the PLA crossed the Yangtze, he would order 
the abandonment of Nanjing and Shanghai, and utilize Bai’s 400,000 
army troops then deployed in Central China, along with Tang Enbo’s 
300,000 forces that were expected to retreat from the great Shanghai 
area to the Zhejiang-Jiangxi border, to prevent a Communist march 
southwestward. To put it in a nutshell, Li ideally deemed it practi- 
cable to preserve a vast territorial base in South and Southwest China, 
so long as the defense line, running from Wuhan, along the Zhejiang- 
Jiangxi railway, down to Swatow in eastern Guangdong, could be 
consolidated.'° 

The “retired” Chiang Kai-shek and his die-heart adherents harbored 
a very different view of Communist encroachment, and as a result, a 
rather different strategic landscape emerged. Back in June 1948, Chiang 
had a very private discussion with General Zhang Zhizhong, a trust- 
worthy, erstwhile Whampoa fellow subordinate who was then director 
of the Generalissimo’s field headquarters in Northwest China. Since 
the spring of 1946 when he was made governor of Xinjiang, Zhang had 
advocated a rather leftist policy in that province. Now Zhang urged 
Chiang to adopt a pro-Soviet policy, thus solving the Communist issue 
and preventing the trouble-laden government from being dragged 
deeper into the civil war. If Chiang found it hard to patch up with 
Moscow right away, Zhang argued that the Chinese Nationalist for- 
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eign policy should at least place Soviet Russia and the United States 
on the same scale, rather than tilt entirely toward Washington, a move 
which Zhang viewed as “dangerously hopeless.” As Zhang saw it, only 
through a shift toward Moscow could Chiang and the Nationalist gov- 
ernment rescue a worsening situation in China.!! 

At the time of the Chiang-Zhang meeting, Northwest China re- 
mained virtually free of any CCP threat, and a large part of the govern- 
ment forces were under the command of the Ma Muslims and specifi- 
cally, General Hu Zongnan, another favorite of Chiang. Thus, Zhang’s 
seemingly wild idea was not entirely unrealistic to Chiang. For a period 
around June 1948, Chiang was carefully weighing the situation in the 
far northwest. He summoned key Ma Muslim figures in that region 
to Nanjing for personal consultations, hoping to work out the best 
strategy.” In his final analysis, however, Chiang dismissed the idea of 
making Northwest China his last territorial bastion. Up to that point, 
Chiang also dismissed the idea of using the defensible, resource-rich 
southwestern provinces as a potential power base against his enemy, 
a practice he had applied when fighting the Japanese between 1937 
and 1945. Instead of turning northwestward and establishing a power 
base there, for which a pro-Moscow foreign policy stance was a pre- 
condition, Chiang now dwelled on the idea of creating his future 
anti-Communist redoubts along China’s southeastern coast, thereby 
reconfirming his ongoing approach of turning eastward to seek assis- 
tance from the United States, including the SCAP in Tokyo.'* 

Although later developments on the mainland and on Taiwan would 
force Chiang Kai-shek to reconsider and change his strategy, by the 
time he stepped down in early 1949, Chiang’s group felt an urgent need 
to strengthen control over the southeast and south coast. To build a 
lasting stronghold against the Chinese Communists, Chiang had a 
“strategic triangle” in mind. Tang Enbo’s appointment clearly demon- 
strated Chiang’s desire to hold the lower Yangtze Valley and to prevent 
the PLA from crossing the river in the event that the peace talks broke 
off. However, expecting that Li Zongren would eventually abandon 
Nanjing and withdraw southward, Chiang formulated a strategy aimed 
at defending the Fujian-Guangdong-Taiwan territorial triangle and 
turning it into an effective regional citadel.'4 To thwart any Commu- 
nist advance into this territorial triangle, Chiang immersed himself 
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in studying guerrilla warfare in the mountain areas bordering Zhe- 
jiang, Jiangxi, and Fujian provinces, as well as military operations 
from the islands off Zhejiang and Fujian provinces.'° 

To safeguard this strategic triangle in Southeast China, in the early 
months of 1949, a new harbor and an airfield were constructed on the 
Zhoushan Islands off Zhejiang. While Li Zongren’s intention was to 
throw Tang’s garrison forces into the defense of the Hunan-Jiangxi 
border, Chiang’s was to use the Zhoushan isles as a crucial base, to 
which Tang’s men could be evacuated and from which they could de- 
fend China’s southeastern coast. As it turned out, when Shanghai fell 
in late May 1949, Tang’s troops were indeed transferred to Zhoushan, 
from where they were subsequently deployed southeastward to defend 
Fujian and Taiwan.!° 


SAFE HAVEN OR PERILOUS REFUGE? 


Chiang Kai-shek’s move to integrate Taiwan into his anti-Communist 
triangular fortress in southern China generated a grave concern to the 
United States. General David Barr, chief of the U.S. Military Advisory 
Group in China, could not believe that Chiang would abandon the 
whole mainland and develop Taiwan, when provinces in the far north- 
west and south of the Yangtze were still intact and Taiwan’s legal status 
remained questionable.!’” Roger D. Lapham, chief of the ECA mission 
to China, who played a weighty role in planning America’s aid policy 
toward China, was so annoyed at Chiang’s ambition for Taiwan that 
he suggested Washington provide no capital expenditures to the island 
unless the United States was fully prepared “to go to the limit” in pro- 
tecting such expenditures from being capitalized upon by Chiang. 
Lapham meanwhile advocated that Washington exercise its influence 
to prevent “further exploitation of the island by the mainland people,” 
who he thought would make the island “a Chinese military base to 
operate against the Communists on the mainland.”!* On March 1o, 
1949, in his personal memorandum to Dean Acheson, Lapham reem- 
phasized the necessity of keeping Taiwan from becoming a “KMT 
reactionary stronghold.” In other words, Lapham was deeply convinced 
that a Taiwan governed by local Taiwanese, not Chinese mainlanders, 
would best serve Americans’ interest in the Far East.!° 
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George H. Kerr, now a professor at the University of Washington 
but still occasionally instrumental in Washington’s military intelli- 
gence circle, was angry that no actions were taken to stop Chiang Kai- 
shek from going to Taiwan. When approached by the State and Defense 
departments for advice, Kerr repeated his early theory that if the United 
States attempted to support the “ragtag and bobtail refugee KMT gov- 
ernment” on the island, the six million local people would ultimately 
turn to the Communists as their last chance. Unseating the KMT 
there, Kerr declared, was the most imperative issue. He advocated un- 
reservedly that a puppet regime of native islanders would be far more 
effective in an American program than a puppet government by exiled 
mainlanders, “who were hated by the Formosans and hounded by 
the mainland Communists.””° Kerr’s views were soon absorbed by 
Washington’s intelligence establishment. In a research report issued 
in March 1949, the CIA specified that American inactivity would lead 
Taiwan to eventually pass into the control of the Chinese Communists. 
The report argued in line with Kerr’s idea that even some moderate 
course of action might produce results beneficial to American interests, 
leading to a strengthened will to resist communism in Japan, Korea, 
the Philippines, and elsewhere throughout the Far East, including the 
southeast coastal areas of China.” 

Chiang Kai-shek probably found it difficult to swallow the fact that 
his once-staunch American allies might now stand in the way of his 
efforts to bring Taiwan under his sway. Livingston Merchant was sent 
to Taiwan to verify local conditions, while the State and Defense de- 
partments in Washington began discussing the best way to secure their 
interests on the island. Officials from both departments reckoned that, 
for the time being, only political and diplomatic means should be 
applied to do something to benefit the people of Taiwan. At this point, 
two probable courses emerged to meet such an end. Washington could 
either hold a plebiscite for the island’s trusteeship under the United Na- 
tions or SCAP, or take “calculated risk” and depend on political or 
diplomatic maneuvering to secure the real support and cooperation of 
the Nationalist local administration.” 

General Sun Liren obviously was the top of the candidates for whom 
Washington had high expectations. By all accounts, for virtually all 
Americans who had contact with the Nationalists, Sun was “the most 
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outstanding Chinese military leader.” General MacArthur in later 
years would state that he knew very well that this “able and gallant 
officer who graduated from our own VMI” was “no small matter” to 
the Far East commander or the general’s chief of staff Ned Almond, 
who was also a fellow graduate of the Virginia Military Institute. They 
cited Sun as evidence that the Nationalists could be “a formidable 
force” if provided with sufficient support.” 

As Virginia connections entered SCAP calculations, as already 
seen, on February Io, 1949, Sun meet with MacArthur to explore “the 
most urgent need” for anti-communist efforts and the possible imple- 
mentation of “a radical reform of our psychology and ways of doing 
things—in political as well as military fields.”** The meeting is inter- 
esting for what it tells us about Sun at this point. Ostensibly still as- 
serting his personal loyalty to Chiang, Sun nevertheless was being 
honest with MacArthur about his ideas on anti-communism, democ- 
racy, and the creation of a “Free Province” in Taiwan. In a bold and yet 
inappropriate manner in terms of his position as a mere Nationalist 
military general, Sun emphasized the necessity for “a regeneration of 
political souls” when carrying out the aforementioned goals. Despite 
a gloomy situation on the mainland, Sun claimed aloud that it was 
never too late for the United States to help China. After returning to 
Taiwan, Sun further expressed his expectations of receiving “encour- 
agement” and advice from the United States. He was convinced that 
with “hard work and fair means,” he would be able to contribute to “a 
worthy cause” in the near future.’ 

After his extraordinary visit, Sun remained in close contact with 
the American consular officials and military attachés in Taipei, with 
whom he usually discussed firsthand information about the island. In 
May 1949, in a private conversation with American Consul-General 
Donald Edgar, Sun bitterly complained that Chen Cheng was trying 
every possible way to shelve him in favor of Chen’s own men and in- 
terfering at low levels with Sun’s training programs. While expressing 
his immense disgust about the mainland affairs, Sun also hoped Taiwan 
could soon have a strong civil governor over a unified military com- 
mand. He doubted that there was any serious Communist activity in 
Taiwan, and claimed that the troops on the island under him were ab- 
solutely loyal to him.”¢ It is clear that Sun was trying to impress the 
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Americans and convince them that Washington could fully rely on 
him and that he was their best choice. 

The peace talks between the KMT and the CCP, as had been ex- 
pected, proved to be a sham on the part of Mao Zedong, who used them 
only as a chance for the PLA to rest and regroup. Mao now insisted that 
his earlier eight-point proposal be adopted as a precondition to the any 
negotiations. As well as punishing all “war criminals” such as Chiang 
Kai-shek and T. V. Soong, Mao insisted the Communist armies be al- 
lowed to cross the Yangtze unopposed, that the Nationalist army be 
folded into the PLA, that the Communists immediately absorb the 
Upper Yangtze River region and eventually all of China, and that 
continuance of Nationalist authority in the KMT-sustained areas be 
temporary, on a “caretaker” basis, pending convocation of a political 
consultative conference to form a new CCP-dominated coalition 
government. These requests were favored by Li Zongren’s peace dele- 
gation in Peking, but were totally unacceptable to the Nationalist au- 
thorities south of the Yangtze, who deemed the acceptance of these 
points as suicidal.” On April 21, Mao ordered the PLA to resume the 
offensive. Over one million Communist troops already camped on 
the north bank of the Yangtze immediately sprang into action. Crossing 
the river, they stormed into Nanjing on April 23, and Hangzhou, 
Wuhan, and Shanghai fell consecutively within a month. A few hours 
before the PLA entered the national capital, Li Zongren and his entou- 
rage fled from Nanjing city airport to Guangzhou, the retreating 
Nationalists’ new headquarters.”® 

Just twenty-four hours before Nanjing fell to the Communists, Li 
Zongren hastily flew to Hangzhou to meet with Chiang Kai-shek. Li 
persuaded Chiang to restore the presidency, as the failure of the peace 
talks now indicated that a continued military struggle with the CCP 
was the only way out. Chiang politely turned down the request, but 
guaranteed that henceforth he would “fully assist and cooperate” with 
Li’s administration.” However, the two men were unable even to agree 
on such an urgent issue as how to mobilize and redeploy the now seri- 
ously demoralized Nationalist force south of the Yangtze. Chiang or- 
dered the withdrawal of Tang Enbo’s troops to the southeast coastal 
areas through the Zhoushan offshore outpost, leading to the abortion 
of Li’s original plan to transfer the force southwestward and join Bai 
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Chongxi’s defense along the Jiangxi-Hunan provincial border. Impres- 
sively, Bai’s divisions, retreating from Wuhan and now being deployed 
in southern Hunan province, were capable enough to check Lin Biao’s 
army, thus delaying the Communist advance into South and Southwest 
China for almost half a year, until October 1949.30 

As the PLA marched across the Yangtze and the Nationalist cap- 
ital was moved to Guangdong, Chiang’s determination to manage his 
own redoubts along China’s southeast coast increased. As of early 1949, 
because of the Nationalist economic failure on the mainland, the 
annual rate of inflation on the island had reached a horrendous 3,000 per- 
cent. In early March, Chiang instructed T. V. Soong to conduct a survey 
tour in Taiwan about a possible currency reform there. With the support 
of gold and silver reserves then deposited in Taiwan and Amoy, Soong 
suggested that a new bank note, convertible with the British pound ster- 
ling, be issued with limited circulation in Taiwan, Fujian, and Guang- 
dong provinces. This proposal again well demonstrated Chiang’s on- 
going strategy to build a territorial triangle in China’s southeast.*! In 
May 1949, while temporarily staying in Shanghai to supervise Tang 
Enbo’s arduous resistance against the PLA, Chiang again cabled T. V. 
Soong, who was then in Hong Kong, to delay his trip to Europe until 
Taiwan’s finances and economy were fully stabilized.*” 

Chiang’s effort to defend Shanghai up to the last minute, thus 
allowing a successful withdrawal of Nationalist troops, was greatly 
praised by General Albert Wedemeyer. In May 1949, Wedemeyer sent 
Chiang a personal letter, encouraging him to build Taiwan “as a base 
of operation and the most efficient government devoted to promoting 
the welfare of the islanders.” More strikingly, Wedemeyer advised 
Chiang to replace Chen Cheng with K. C. Wu, the reformist mayor of 
postwar Shanghai, who had acquired a reputation in the United States 
as “La Guardia of China,” as Taiwan’s new provincial governor.** 
Greatly inspired by the American general’s message, Chiang responded 
by inviting Wedemeyer to become his personal military advisor. Curi- 
ously, however, Chiang in his reply made no mention of Wu.*4 


STORMS FROM WITHIN 


How Chiang Kai-shek perceived General Wedemeyer’s proposal and 
thought about replacing Chen Cheng with K. C. Wu is unknown. But 
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one thing is clear: At this juncture, Chiang was already having other 
issues, besides worrying about Taiwan. With the breakup of peace ne- 
gotiations and the resultant collapse of the Yangtze defense line, more 
and more Nationalist high echelons regarded Chiang as hampering an 
effective anti-Communist resistance under Li Zongren. Still more were 
convinced that only Chiang’s early exit from China could strengthen 
Li’s leadership within the Nationalist authorities.** No doubt, Chiang 
himself sensed a waning of his influence, especially among the Nation- 
alist military quarters. One extraordinary episode clearly illustrates 
this unpleasant situation. Before Shanghai fell, Chiang boarded the SS 
Jiangjing and sailed to the Zhoushan Islands, where he intended to 
spend a quiet week working on his coastal defense projects and new 
military and political training programs.*° On May 12, when Chiang 
was still in Zhoushan, some ten high-ranking officers from the Nation- 
alist Air Force unexpectedly appeared at his temporary residence, 
where they bluntly urged Chiang to hand over Taiwan and to agree that 
the island should be placed under the authority of the Chinese Air 
Force. Controlling the air power that the PLA was still lacking, these 
contemptuous air force chiefs believed they now had the strength to 
request, if not demand, Chiang make a concession. One proposal was 
that Chiang should declare, either publicly or privately, that General 
Zhou Zhirou was the supreme leader of the Nationalist Air Force 
command. Startled, Chiang reprimanded these arrogant officers right 
away, believing that they were abetted by the ambitious Zhou. Pri- 
vately, Chiang worried more about his rapidly declining control over 
the increasingly unbridled Nationalist military establishment.*’ 

In the meantime, as the PLA marched south, Li Zongren and the 
Guangxi Clique felt an urgent need to extend their authority to Taiwan. 
This tendency put Chiang’s relations with Chen Cheng to the test. In 
late April 1949, Li’s close advisor Qiu Changwei told U.S. Minister- 
Counselor Lewis Clark that an effective control over Taiwan’s resources 
was the key to the success of the entire resistance movement. Qiu said 
Li was planning to approach Chen Cheng in order to persuade Chen 
that it was in his best interest and that of China that he gave full sup- 
port to Li, and not Chiang Kai-shek. Only if persuasion failed, Qiu 
said, did the Nationalist authorities “plan more forceful measures 
[to] remove Chen.”38 A few days later, when meeting Lewis Clark 
in Guilin, Li Zongren himself repeated the importance of controlling 
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Taiwan, and he openly sought American assistance in this regard. Li 
revealed to Clark that Chiang Kai-shek had originally planned to go to 
Taiwan immediately after his resignation. But when Chen Cheng 
passed on a “casual remark” from the local American Consulate Gen- 
eral in Taipei that the legal status of the island would not be deter- 
mined until a Japanese peace treaty was signed, Chiang decided he 
could not retire to a place where China’s sovereignty might be ques- 
tioned. Using this inside story as a helpful example, Li urged Wash- 
ington to join him in pushing Chen Cheng to obey instructions from 
him for the benefit of the whole country.*” 

Chen Cheng certainly felt the pressure from Li Zongren and the 
Nationalist central under the Guangxi Clique. On May 16, Chiang Kai- 
shek sailed from Zhoushan to the Pescadores and stayed there for a 
week. Chen, instead of showing his usual loyalty by coming to greet 
and accompany Chiang, flew to Guangzhou to meet with Li, a move 
Chiang had tried in vain to prevent. The acting president allegedly 
warned the Taiwan provincial governor that he either hand over the 
gold reserves and silver ingots on the island or wait to be dismissed. 
Under severe pressure from the Guangxi Clique and, presumably, from 
the United States as well, Chen told Lewis Clark confidentially that all 
the resources would be placed at Li’s disposal so long as Li showed de- 
termination to continue the anti-Communist resistance.*° While at the 
Pescadores, Chiang, on hearing Chen’s words, became extremely anx- 
ious about Chen’s attitude and shaky position. He hastily sent word to 
Chen to the effect that he personally would not oppose transferring the 
reserves out of Taiwan if Li Zongren agreed to use them to fight the 
Communists. Chiang made a further concession by claiming that Li as 
the head of the state surely had the right to locate the reserves any- 
where safer than Taiwan.“ 

In hindsight, Chen Cheng’s ostensible defiance of Chiang Kai-shek’s 
wish and his going to meet Li Zongren in Guangzhou in May 1949 
turned out to be a crucial turning point in Taiwan’s fate. A rapidly 
worsening situation on the mainland forced Chen Cheng to have 
second thoughts about Chiang’s strategic territorial triangle. The loss 
of Shanghai as Taiwan’s crucial import-export market and entrepôt 
meant that a diversion of Taiwan’s trade market to Fujian, Guangdong, 
or even abroad to Manila and Hong Kong was now a necessity.” In the 
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4.1 Chen Cheng (middle at the front row), Chiang Ching-kuo (first from right at 
the front row), and core members of the KMT Central Reform Committee in the 
early 1950s. In mid-1949, Chen helped stabilize Taiwan by defying the Generalis- 
simo. (Courtesy KMT Party History Institute} 


meantime, Chen grew stronger in his determination to sever Taiwan’s 
currency tie with the mainland, as he saw this as a last resort to as- 
sure the island’s monetary stability. He even radically proposed that 
Chinese customs commissioners stationed in Kaohsiung and Keelung, 
legally under the supervision of the foreign-controlled Inspectorate 
General, be removed and replaced by heads of the conservancy bureaus 
of the two cities. Inspector-general Lester K. Little deemed such action 
a “death-blow” to the century-long maritime customs services system 
in China, and threatened to resign if Chen insisted on it.** 

To stabilize Taiwan’s finances and economy, Cheng Chen insisted 
that some drastic measures be undertaken. To achieve this end, Chen 
needed to secure endorsement from the Nationalist center, despite its 
weakening legitimacy. Chen’s strategy proved to be a successful one. 
Having returned to Taipei after back-room negotiations with Li Zon- 
gren and other Nationalist high officials, on May 27, Chen announced 


94 ACCIDENTAL STATE 


four new measures to be introduced to regulate the island’s finances 
and economy. First of all, with Guangzhou’s consent, Taiwan’s foreign 
exchange would henceforth be under the direct control of the Bank of 
Taiwan. Second, Guangzhou agreed to allow the Taiwan provincial 
government more maneuverability to use the island’s foreign exchange. 
Third, Guangzhou agreed to allow the provincial government to use 
gold and silver reserves, foreign exchange, tax revenues, and locally 
stored state-owned materiel to pay for the central government agencies 
and personnel on the island. Finally, Guangzhou agreed to authorize 
the Bank of Taiwan to collect local taxes, thus allowing the provincial 
authorities to manage disbursement issues on behalf of the central gov- 
ernment.** With these new measures, Taiwan’s financial and foreign- 
trade autonomy was increased, the island’s budget deficit was expected 
to be reduced, and inflation could be prevented. Meanwhile, the provin- 
cial authorities were now having a greater say in the use of local tax 
revenues, and, more significantly, they were now given the right to 
handle all state-own materiel on the island, thus greatly enhancing 
Taiwan’s economic autonomy. 

On June 5, the Taiwan Production Board was duly inaugurated to 
regulate the island’s foreign exchange and formulate its financial and 
trade (and, later on, industrial and economic) policies. The functioning 
of this new institution also marked the beginning of Taiwan’s gradual 
departure from its previous position as a part of the mainland Chinese 
economy.® Ten days later, on June 15, a new monetary scheme was fur- 
ther brought up in Taipei. With the backing of 800,000 taels of gold 
reserves stored in the island, the Bank of Taiwan issued the “New 
Taiwan Dollar” to replace the old bank notes. A ceiling of 200 million 
New Taiwan Dollars was placed on issuance with sufficient reserves 
from the Bank of Taiwan to ensure a one hundred percent gold, silver, 
and commodity cover. In addition, the new notes would be pegged 
to U.S. dollars, rather than to the pound sterling, and a gold savings 
deposit program was created allowing individuals to deposit new notes 
in accounts that would return gold at maturity. Having cut its mone- 
tary ties with the increasingly chaotic Chinese mainland currency, 
Taiwan’s financial condition was gradually stabilized.** 

Undoubtedly, Chen Cheng was wise enough to factor the situation 
on the mainland into his policies in Taiwan, even if this implied 
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defying Chiang Kai-shek, his mentor.” On April 23, Chen issued an 
order urging his subordinates throughout the island to oversee the re- 
duction of rent prices from over 50 percent to a maximum of 37.5 per- 
cent of the annual yield of the main crops, a new land reform program 
that had officially been put forward in February 1949. The provincial 
government was determined to redistribute public lands to the island’s 
poor farmers and tenants at the expense of the landlords, with whom 
Chen Cheng had no connection.** More crucially, it was a survivalist 
attempt to stabilize the situation and reassure the public, particularly 
tenant farmers who made up the bulk of Taiwan’s population, at a crit- 
ical moment: Nanjing had just fallen to the Chinese Communists. To 
ensure an efficient policy implementation, Chen emphasized “severe 
punishments” would be carried out if landlords refused to cooperate.” 

On May 1, when Hangzhou also fell to the Communists, Chen 
Cheng ordered the launch of perhaps the most comprehensive island- 
wide household investigation since the colonial period. As Chen claimed 
publicly, the purpose of the investigation was to “ferret out the hidden 
spies and strengthen public security.” This move was followed by 
Chen’s declaration of martial law on Taiwan on May 20, when the fall of 
Shanghai was imminent and therefore something urgent had to be done 
to stop the flood of mainlanders into Taiwan. Except Keelung, Kaoh- 
siung, and Magong on the Pescadores, where the Taiwan Garrison 
Command now took control, the remaining port cities throughout 
the island were closed for security reasons.*! It was not until 1987 
that the May 20 Martial Law on Taiwan was finally lifted. 


THE GENERALISSIMO’S GLOOMY MOMENT 


It is conceivable that what Chen Cheng had undertaken in mid-1949, 
including his stay in Guangzhou with Li Zongren, was primarily for 
the good of Taiwan. At the last minute Chen did not compromise him- 
self with the Guangxi Clique over the reserve issue, but his personal 
relations with Chiang did not improve either. Uncertain whether 
Chen’s loyalty to him was still unchanged, and whether Chen would 
genuinely welcome his arrival in Taiwan, a confounded and worried 
Chiang waited on the bleak and barren Pescadores. Then, on May 21, 
Chen, unanticipated, flew to meet Chiang from Guangzhou, a pleasant 
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surprise that had “eliminated the anxiety I have suffered in the past 
week,” Chiang confided in his diary that day. Yet the reality was that 
Chen’s genuine political intention remained ambiguous, and his atti- 
tude toward Chiang was remarkably cold. Chiang bitterly complained 
in his personal journal that many of his erstwhile military subordi- 
nates, particularly Chen, were now treating him with growing disre- 
spect, arrogance, and impatience. On May 25, 1949, before departing 
the Pescadores for Taiwan, Chiang decided to go to Kaohsiung, not 
Taipei, as his next stopover. Whether at this juncture Chiang was ap- 
prehensive about his handpicked provincial governor is an interesting 
question; upon his arrival at Kaohsiung, Chiang’s first words to the 
waiting Sun Liren were, allegedly, “Am I safe here?”54 

Chiang was probably physically safe in Taiwan, but in the following 
weeks, his relationship with the supposedly faithful Nationalist mili- 
tary leaders went from bad to worse. To safeguard the putative territo- 
rial strategic triangle in Southeast China, Chiang deemed it extremely 
imperative to create a new command structure encompassing Taiwan, 
the Pescadores, and other Nationalist-held offshore islands along the 
coasts of Zhejiang, Fujian, and Guangdong. For Taiwan to be an effec- 
tive base of operations in such a strategic triangle, it was vital that 
the new command structure should operate independently from the 
Communist-beleaguered mainland. So Chiang was frustrated to dis- 
cover that most of his former military subordinates were now uncoop- 
erative and unmoved about such a supposedly life-and-death military 
arrangement. General Zhou Zhirou argued that Chiang’s direct in- 
volvement in military affairs had ruptured the unity of the air force 
and demoralized the Nationalist forces. Zhou cast doubt on Chiang’s 
authority to command the forces, a question that an extremely embar- 
rassed Chiang found it hard to answer. In the end, irked and humiliated, 
Chiang replied rather unconvincingly that, as a “revolutionary leader,” 
if not as a head of state, he still possessed supreme power over the Chi- 
nese Nationalist military. To many Nationalist military leaders, this 
was nothing but a chicanery. 

Zhou Zhirou’s case was by no means the first and last. Sun Liren 
also defied Chiang by refusing to accommodate in his Fengshan head- 
quarters Tang Enbo’s defeated forces recently retreating from Shanghai 
via the Zhoushan isles.°° Worse still, around late May and early June 
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1949, rumors began to circulate that the deputy commander of Taiwan’s 
provincial garrison forces, Peng Mengqi, having long been regarded as a 
staunch follower of Chiang father and son, had secretly flown to Hong 
Kong, where he was allegedly making secret overtures with local 
Chinese Communist representatives. Given Peng’s powerful command 
over 80,000 troops in Taiwan at that time, the American intelligence 
establishment, which also found this rumor nerve-racking, tried to 
verify Peng’s future political inclination, which was seen by the State 
Department as crucial to the fate of the island. At one point, agitated 
Washington officials were busy drafting secret plans to render support 
to Sun Liren so as to safeguard his powerbase in southern Taiwan in 
the event that Peng proved to be a turncoat.°” 

More ominous from Chiang’s standpoint was Chen Cheng’s refusal 
to lead the newly created command structure, called the Southeast 
Military and Political Administration, an organization responsible for 
coordinating the rapidly diminishing Nationalist military resources in 
Southeast China. Chen thought that he could never enjoy full authority 
as long as Chiang was behind the scene.** Very likely, Chen was also 
wary of a negative response, not only from Li Zongren, but also from 
Washington, where some at this stage seemed not entirely discarded 
supporting Chen’s provincial administration but only if he chose to dis- 
tance himself further from Chiang. It was not until two months later, 
in mid-August, that Chen finally agreed, albeit extremely reluctantly, 
to accept the post. Chen’s acceptance came only after a humiliated and 
infuriated Chiang thundered at him in a showdown. 

Adding to Chiang’s frustration about his relations with the unruly 
Nationalist military chiefs was the arrival of a bleak message, which 
confirmed that the United States had political designs on the island. 
On June 15, 1949, Chiang received two urgent letters from his wife that 
Washington was formulating feasible plans to place Taiwan under the 
trusteeships of either the United Nations or the SCAP headquarters in 
Tokyo.°! Madame Chiang was by no means just scaring her husband. In 
early June, MacArthur wrote to George Kennan, then director of policy 
planning in the State Department, expressing his concern that Dean 
Acheson was paying so much attention to Europe that “the oriental 
masses” might gather the impression that Washington was relaxing its 
commitment “to hold our Far Eastern position.” Shortly afterward, the 
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general received a letter back from Kennan related to “a project of 
the greatest delicacy concerning which some of my associates and I 
have great interest.” Not entirely coincidental, around this time some 
within the CIA were talking about “the assassination of an [unnamed] 
Asian leader,” causing much disturbance in Washington’s highest in- 
telligence circles. The issue later went up the chain of command at the 
agency, where the assistant to the director of special operations openly 
denied having such a plot.® 

Whether or not there was a genuine plot to assassinate Chiang, an 
undeniable fact was that, from mid-1949 on, SCAP’s criticism of Chiang 
escalated. In September, for example, MacArthur told a congressional 
delegation visiting Tokyo that Chiang was surrounded by corrupt of- 
ficials including corrupt generals, adding that Chiang was “a highly 
intelligent individual but knows nothing of the art of war.” Later 
on, when MacArthur responded to a request for guidance from the 
publisher of the New York Times, whose editorials were favorable to 
Chiang, he commented by saying that Taiwan’s defenders could not be 
counted on long to resist a determined enemy’s amphibious assault. In 
the meantime, sources began reporting that MacArthur was contem- 
plating the government “he is to establish on Taiwan” after Nation- 
alist underlings urged Chiang Kai-shek to “take a trip abroad,” causing 
political rumors to spread quickly in Taiwan that the SCAP takeover 
of the island was imminent.® 

Back in Taipei, although not totally surprised by the American 
intention to exploit Taiwan’s undefined legal and sovereign status to 
protect its interests, Chiang nevertheless felt deeply hurt and be- 
trayed, and in the days that followed he was unable to come up with a 
clear response to this stunning message.®° Five days after receiving 
Madame Chiang’s secret messages, Chiang wrote to MacArthur and 
expressed his resolution to make “a last-ditch defense” of the island. 
Chiang invited the American general to conduct a joint defense opera- 
tion in this endeavor, but nevertheless reiterated that the island should 
never be handed over to the United Nations.’ Strikingly, although 
outwardly standing firm on his position on Taiwan, Chiang had already 
begun to have second thoughts about his overall anti-Communist en- 
deavors both on the Chinese mainland and on Taiwan. 
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Indeed, by the middle of 1949, the military situation of Taiwan 
looked extremely somber. A confidential dispatch by the British con- 
sular post in Tamsui reported in May 1949 that certain Nationalist 
leaders were so skeptical about their ability to hold the island against 
the Communists for any length of time that they were unwilling to 
take positions that would impair their relations with a future Commu- 
nist regime.® Shortly after the fall of Fuzhou, Sun Liren did not hesitate 
to remind Chiang that the PLA could land 200,000 soldiers on Taiwan 
from an armada of 1,000 junks within twenty-four hours, and the is- 
land’s fate would be doomed if no further foreign materiel was forth- 
coming.°’ As the situation on the mainland continued to decline, the 
Americans were speeding up their maneuvering over the island. In May 
1949, as the British observed, a newly installed large wireless station 
within the U.S. Consulate General in Taipei began direct communica- 
tions with Washington.” Many U.S. military personnel, including air, 
naval, and military attachés, consecutively arrived in southern Taiwan 
to get in close contact with Sun Liren and his headquarters, and, as the 
British put it candidly, their arrival definitely bore sensitive political 
implications.’! 

It was a defining moment for Chiang Kai-shek. Within the Nation- 
alist hierarchy, he now seemed to have very few civil or military sub- 
ordinates to count on. Outwardly, the United States was exploring 
possible ways, notably Taiwan's unsettled legal status, to prevent the 
island from falling to the Communists. The situation ahead was fluid 
and uncertain, putting Chiang again at a critical point. As Taiwan was 
by no means completely safe, searching for other possible power bases 
on the mainland had become a difficult yet inescapable choice for him. 


5 


Last Gasp on the Mainland 


By MID-JULY 1949, Chiang Kai-shek was already in Guangzhou with 
Li Zongren and other Nationalist regional and factional leaders, whom 
he had earlier despised and long resented. One purpose of this gath- 
ering was to create a new KMT Extraordinary Committee to cope with 
the Nationalist resistance against the Chinese Communists, and to 
demarcate new war zones and responsibilities within their shrinking 
territories south of the Yangtze. This was a goal which the Americans 
expected to be “almost futile.”! Chiang was elected chairman of this 
committee, giving him a new sort of political legitimacy useful to his 
subsequent activities both on the mainland and Taiwan. To rescue a 
demoralized Nationalist regime, Chiang openly declared his desire to 
safeguard Guangzhou and consolidate South China as the last anti- 
Communist base. But his fellow Nationalists did not share such a 
resolve. General Yu Hanmou, for example, Chiang’s handpicked gar- 
rison commander of the Guangzhou metropolis, did not hesitate to 
show his pessimism about an effective defense of Guangzhou. Yu there- 
fore asked Chiang to consider replacing him with someone more ca- 
pable of doing the job. Chiang, furious, reprimanded Yu by threatening 
that he would personally go to the forefront to lead the command if 
the latter did not feel responsible enough to fulfill his duty.” 

Without a doubt, Chiang Kai-shek’s presence in Guangzhou in the 
summer of 1949 had major political implications. An ostensible reunion 
of Chiang and Li Zongren was made possible, at a time when the Na- 
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tionalist forces under Bai Chongxi were able to hold their “Maginot 
Line,” running from Changsha in Hunan down to Amoy in Fujian and 
Swatow at the eastern tip of Guangdong. Upper Nationalist echelons, 
including both Chiang and Li, were cautiously optimistic that, so long 
as Hunan province could be held as a shield against further Communist 
advance, a Guangzhou-based Nationalist regime might secure Guang- 
dong, Guangxi, Hainan Island, and the rest of Southwest China.° In- 
deed, the Nationalist war cause momentarily showed signs of improve- 
ment in the early summer of 1949. In Central China, Bai Chongxi’s 
divisions on the Hunan-Jiangxi border miraculously fended off the PLA 
for more than eight weeks. In the far northwest, the Ma Muslims and 
Hu Zongnan’s divisions triumphantly regained a dozen counties and 
cities in Shaanxi Province, at one point forcing PLA Marshal Peng De- 
huai to withdraw eastward. These successes allowed Chiang to express 
excitement about KMT’s “revival of will to resist” to Lewis Clark, the 
American minister-counselor in Guangzhou.* Equally elated by the 
Nationalists’ momentary military achievements, Roger Lapham, chief 
of the Economic Cooperation Administration’s (ECA) mission to China, 
passed on his verbal message to Li Zongren to the effect that Wash- 
ington would still be willing to save his regime. If the Nationalists 
continued to hold the current defense line, Lapham promised, re- 
newed U.S. aid might soon be forthcoming.’ 

Chiang Kai-shek wanted to remain viable as a likely recipient of any 
renewed U.S. aid, and began a whirlwind of domestic and international 
political activity to improve his visibility. On July 10, 1949, at the in- 
vitation of Philippine President Elpidio Quirino, Chiang flew to Baguio 
for a brief but high-profile visit. In Baguio, Chiang and Quirino dis- 
cussed a Pacific Union along the line of the newly created NATO, in- 
cluding Nationalist China, the Philippines, South Korea and virtually 
every Far Eastern nation willing to embrace an anti-communism 
stance.® Lewis Clark wryly commented on Chiang’s diplomatic drama 
as nothing more than marking “a definite change from [his] retire- 
ment.”” Bureaucrats at Foggy Bottom, on the other hand, posited that 
Chiang believed the Philippines and other states in the proposed Pa- 
cific Union might be utilized as instruments to bring further pressure 
on Washington for aid to his anti-Communist cause in China. They 
therefore advocated that efforts should be made to wean Quirino from 
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Chiang, and to influence the former to adopt an alternative plan that 
excluded Nationalist China. It was also proposed that Washington 
should make it clear to Quirino and Chiang that the proposed anti- 
communist movement and any structure that might be evolve from it 
must not appear to be “an instrument designed primarily to extract and 
channel U.S. or other western aid.”* CIA officials, while concurring 
with the State Department, warily remarked that one crucial purpose 
of this Chiang-Quirino show might be to “legalize” the undefined po- 
sition of Taiwan, probably through a joint declaration by the Pacific 
powers that the island was not a part of Communist China.’ 

K. C. Wu, now a key member in the newly established KMT 
Director-General’s Office, who accompanied Chiang to Baguio, re- 
vealed to his contacts in the U.S. Consulate General in Taipei that the 
trip was actually part of an overall effort to prepare “for further disas- 
ters on the mainland,” hinting that Chiang might be seeking a refuge 
in exile.!° Wu’s disclosure thus further convinced the consular staff’s 
earlier surmise that Chiang, preparing for the worst, might attempt to 
transfer a portion of the government’s gold reserve from Taiwan to 
the Philippines." In his personal diary, though, Chiang only mentioned 
that one important achievement resulting from his visit to Baguio was 
to secure President Quirino’s permission to sell surplus war materials 
left by the United States to him so as to continue Nationalist resis- 
tance against the Communists.!” 

Four weeks later, on August 6, Chiang conducted another signifi- 
cant, although comparatively low-keyed visit to Jinhae on the southern 
tip of the Korean peninsular, where he was warmly greeted by South 
Korean president Syngman Rhee. The formation of an anti-communist 
bloc in East Asia and an attempt on Chiang’s part to elevate his pres- 
tige, as the foreign diplomatic corps in China observed, were ostensible 
reasons for this visit.!° More critically, however, was Chiang’s endeavor 
to seek Rhee’s support in creating several covert offshore outposts at 
Chiang’s disposal along South Korea’s western coast. As Chiang’s se- 
cret files now reveal, Chiang planned to use these Korean offshore isles 
as staging posts to infiltrate Communist-controlled North China, to 
block potential Communist naval activities, to offer his intelligence 
personnel out of Qingdao a safe haven, and, in time, to launch a mili- 
tary counterattack in North and Northeast China."* A politically so- 
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5.1 Chiang Kai-shek (middle) meets with Philippine president Elpidio Quirino (right) 
at Baguio in July 1949 in an effort to establish an anticommunist alliance in Asia. 
(Courtesy KMT Party History Institute) 
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5.2 Chiang Kai-shek (second from left) with the first couple of South Korea in 
Jinhae in August 1949. (Courtesy of the KMT Party History Institute) 


phisticated Rhee did not make any commitment, but instead asked 
Chiang for more military assistance, such as the training of Korean 
air and naval operations, and an incredible list of arms for sale or as 
gifts, from the Nationalists, including thirty F-51 fighter planes, five 
C-47 transport aircrafts, thirty AT-6 trainers, 50,000 USM/30 rifles, and 
seven warships of various types.!° The requests were hard to entertain, 
and Chiang was noncommittal. The meeting thus produced little more 
than hollow statements and a moderate increase in Chiang’s personal 
prestige among the ailing Nationalist hierarchy. 

Back in Taiwan, Chen Cheng continued to act in accordance with 
his own plan, thereby his relationship with Chiang did not improve. 
In mid-July 1949, Chen openly rejected Chiang’s order to set aside part 
of the island’s military provisions for Tang Enbo’s troops entrapped in 
Fujian. Chen’s disobedience led a maddened Chiang to upbraid Chen 
as “feudal” and “wanton.”!° When the fall of Fuzhou was imminent in 
the last week of August 1949, Chiang pressed Chen to dispatch naval 
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and air forces from Taiwan to relieve the besieged Nationalist forces. 
Using the excuse of bad weather, Chen defied Chiang’s order once 
again.” 

At one point in 1949, Chen seemed closer in his relationships with 
the elements from other KMT cliques and factions than with Chiang. 
According to a secret report from the CCP underground units in South 
China, around early summer 1949, when there was much discussion 
about consolidating Guangzhou under Li Zongren’s leadership, Chen 
Cheng was having very intimate contact with such anti-Chiang 
Cantonese militarists as Chen Jitang, the governor of Hainan Island 
appointed by the Guangxi Clique. Exchanges of military representa- 
tives between Taipei and Hainan were underway, and both men seemed 
to agree on launching joint military training programs for anti- 
Communist campaigns.!® One likely reward for Chen’s closeness to 
Li, according to one British consular report from Taiwan, would be 
a division of the Nationalist defense establishment into two sec- 
tions, with one established in Chongqing in Southwest China and the 
other in Taipei under Chen’s command.!? 

Chen Cheng had reasons to be tough with Chiang. For a moment 
in the middle of 1949, the United States seemed still to place its hope 
on Chen, rather than any other military leaders on the island. With a 
series of positive reforms now being launched for the good of Taiwan, 
Chen was more instrumental, in the eyes of some officials in Wash- 
ington, than Sun Liren, who was more cooperative with Chiang, at 
least outwardly. While Chen rejected Chiang’s instructions, Sun, albeit 
reluctantly, was willing to dispatch one of his best student regiments 
from Fengshan to Amoy to rescue Tang Enbo’s crumbling forces. More- 
over, Sun complied with Chiang by sending another artillery battalion 
of his own to Zhoushan to fight an equally perilous battle there. After 
learning of the sacrifice of his men in Fujian, Sun expressed his regrets 
to the U.S. consular staff in Taipei at such “piecemeal commitment 
of these half-trained troops,” as well bitter complaints about Chiang 
Kai-shek and the “abhorrent KMT regime.”° 

With these new developments along China’s southeast coast, Amer- 
ican diplomats in Taiwan observed with sobriety that Sun Liren’s 
authority would be considerably curtailed by Chen Cheng. When the 
command structure of Southeast China was reorganized in mid-August 
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1949, Sun was made head of the Taiwan Defense Command, while Peng 
Menggqi was slated to lead the Taiwan Peace Preservation Command. 
Although the two positions were equally ranked under Chen Cheng’s 
command, it soon turned out that Peng’s command would include all 
garrison forces and the police in Taiwan, leaving Sun with only an 
empty title. Peng, known as Chen Cheng’s cohort, now virtually be- 
came the second boss on the island.” The Americans on the island also 
noticed that, while other Nationalist forces in Taiwan were salaried 
with silver dollars, only Sun’s men were paid in the increasingly de- 
valued bank notes. A highly dubious proposition from the U.S. consular 
staff in Taipei was that the continued influx into Taiwan of Nation- 
alist troops from the mainland under Chen and Peng’s command did 
nothing to enhance Taiwan’s defense capability, but instead only di- 
luted Sun’s military influence on the island.?? 

These observations led U.S. officials both in Taipei and in Wash- 
ington to temporarily believe that Chen Cheng’s presence in Taiwan 
“creates fewer problems” than Chiang Kai-shek’s, and thus Washington 
should convey its views to Chen instead of Chiang.”? It was therefore 
not surprising that, around mid-September 1949, when rumor was pre- 
vailing that a Formosan autonomous government would soon be es- 
tablished after Guangzhou fell to the Communists, the United States 
predicted Chen Cheng, the so-called Minister of War of this new re- 
gional political mechanism, would be the real person to reign behind 
the scenes.”4 

In early August 1949, the situation on the mainland suddenly 
became critical when the governor of Hunan, Cheng Qian, and the 
80,000-odd Nationalist forces under him, defected to the Chinese Com- 
munists. This was a decisive blow to Li Zongren and Bai Chongxi, who 
had so far admirably established an effective resistance movement in 
South China.” The result of this “transfer of political loyalty,” to cite 
Cheng Qian’s words, threatened to collapse Guangzhou’s defense line 
on the eastern front. As the Nationalist “Maginot Line” was now ex- 
posed to the turncoats in Hunan Province, the Nationalist bases in 
Guangdong and Guangxi had become extremely vulnerable.”° Shortly 
thereafter Bai arduously but quite successfully prevented a possible 
domino effect within the remaining Nationalist forces under his com- 
mand. Nevertheless, a sudden shift of the political landscape in Cen- 
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tral China would very likely dim the last hope of American support 
for Li Zongren. On August 6, Li candidly inquired of Lewis Clark 
whether Washington would still consider supporting certain “autono- 
mous areas continuing to resist communism,” such as the Ma Mus- 
lims in the northwest and, notably, Guangxi province and the Guangxi 
army under Bai. Li now intended to return to his home province as 
leader of the local resistance forces.’ 

Before obtaining a clear response from Lewis Clark, an anxious and 
impatient Li had already instructed V. K. Wellington Koo, Nationalist 
Chinese ambassador in Washington, to propose to the State Depart- 
ment a draft military aid program for China. In this draft proposal, 
Koo pointed out that the Nationalists still controlled a vast integral 
territory extending from Inner Mongolia and the Northwest to most 
of the provinces south of the Yangtze. These territories constituted a 
large base of operations against the Communists, and it was in this 
chain of mountains that the Japanese had been successfully stopped 
at the peak of World War II. Koo accordingly urged Washington 
to render a total of $287 million in military aid to Li’s Nationalist 
government.”® 

Upon receiving Koo’s proposal, Dean Acheson and Defense Secretary 
Louis Johnson carefully evaluated its feasibility. Most State Depart- 
ment staff took a rather unfavorable stance toward Koo’s request. 
Wesley J. Jones, counselor for the American embassy in China, stated 
that Li and Bai were going to withdraw to a province “already infested 
with Communist bandit groups” operating on the Yunnan-Guangxi 
and Guangdong-Guangxi borders.” Robert Strong, U.S. chargé d'affaires 
in China, also deemed Li's appeal inappropriate, as it lacked “realistic 
plans of [a] long-range nature” on the basis of which the United States 
could consider the question of aid.°° 

On September 16, 1949, when the greater Guangzhou metropolis 
was apparently in danger, Li Zongren conveyed an urgent message, via 
Robert Strong, to Vice Admiral Oscar C. Badger, commander of the U.S. 
naval forces in the Far East. Li stated that his government was in an 
extremely difficult situation, and within a few days its fate would be 
decided in the battle in Hunan. Li argued that if the United States in- 
tended any military, financial, or even moral backing, regardless of the 
amount, “the time is now.” “Our position is critical,” Li exclaimed.*! 


108 ACCIDENTAL STATE 


As it would turn out later, Badger did stretch out a helping hand to the 
moribund Nationalists. However, Badger’s help went not to Li, but, 
surprisingly, to an ostensibly deserted Chiang Kai-shek. 

The collapse of Hu Zongnan and the Ma Muslims’ defense in 
Shaanxi, Gansu, Ningxia, and Qinghai in late August and early Sep- 
tember, along with the open secret that a peaceful “transfer of power” 
within the Xinjiang provincial authorities was underway, had indicated 
that Southwest China was now the Nationalists’ final hope on the 
mainland. In mid-September 1949, Capitol Hill approved a new budget 
of $75 million in the Military Assistance Program (MAP), under the 
auspices of the Foreign Assistance Act of 1948, to assist the “general 
area” of China. One month later, on October 14, Louis Johnson sent 
a memorandum to Acheson in which the much worried defense secre- 
tary specified straightforwardly that as long as the Nationalist forces 
were able to hold the defensive line in China’s southwest and estab- 
lished bases of training and operations for a counterattack, he was ready 
to offer China’s regional leaders military aid from the new MAP 
program.” 

A response memorandum was prepared a week later by the planning- 
level staff in the State Department, agreeing that, despite the bleak situ- 
ation of the Chinese Nationalists, there was still a non-Communist area 
in South China some 500 miles wide and a potential anti-Communist 
belt in Southwest China of even greater depth. These areas, as the 
State Department bureaucrats saw it, separated Southeast Asia from 
Communist-controlled China, and once China fell, all of Asia would, in 
all probability, eventually succumb to communism. Bringing Chiang 
Kai-shek and Li Zongren together and reunifying the KMT now 
seemed impractical, and as a result, the situation was ripe for the rise of 
local warlords in the non-Communist areas, as these portions of China 
were no longer controlled by one man or a group or by a central govern- 
ment. The memorandum concluded that a “modest, well-directed” pro- 
gram of aid to China would now be in the security interest of the United 
States, and that the program for aid to China should include “aid di- 
rectly to non-Communist forces” as long as this was practicable.** 

Not everyone in Washington was happy with such a conclusion. 
The CIA, for example, in its estimate issued on October 19, 1949, in- 
sisted that, even with extensive U.S. support short of major armed 
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intervention involving the use of combat forces, none of the non- 
Communist regimes in China could survive beyond 1950 except on 
Communist sufferance. To sum up, as the CIA perceived, there was no 
survival potential for non-Communist regional regimes in China.*4 
Nonetheless, with a strong possibility that U.S. aid would be forth- 
coming to secure Southwest China, a fierce power struggle over that 
region soon erupted between Chiang and Li, leading to a revelation of 
a hitherto untold story of an aborted Yunnan independent movement 
during the last months of 1949. 


A VEILED STRUGGLE IN SOUTHWEST CHINA 


Around mid-August 1949, when Chiang Kai-shek was in deep trouble 
with the Nationalist high military officials over the defense in the 
southeast, and when the fall of Fuzhou at the other end of the Taiwan 
Strait was imminent, he became extremely worried about Taiwan’s de- 
fense. The island’s unresolved legal status, coupled with Washington’s 
ambiguous attitude toward the issue, further deepened this. These con- 
siderations prompted Chiang to search for an alternative power bastion 
on the mainland. In late August, a secret proposal was brought to 
Chiang’s attention. Li Zonghuang, one of the very few Yunnanese poli- 
ticians who had Chiang’s trust, suggested to Chiang that he use Yunnan 
as his final territorial base against the Communists, as the security of 
both Taiwan and Guangdong was in doubt. Li’s rationale was logical: 
Yunnan, a high, mountainous plateau with an area estimated at more 
than 150,000 square miles and a population of about 12 million, re- 
mained free from an immediate PLA threat. In addition, the province’s 
geographical proximity to Burma and Indochina was ideal for commu- 
nicating with the outside world. But to consolidate Yunnan as Chiang’s 
final redoubt, it was imperative to settle with a politically wayward 
governor Lu Han and other proactive leftist elements in the province.’ 

A political irony was that Lu Han’s governorship was endorsed by no 
one but Chiang. In the summer of 1945, Chiang initiated a coup in 
Yunnan to remove Long Yun, the powerful Sinicized ethnic Yi who had 
ruled the province for nearly two decades. When Japan surrendered, 
Chiang ordered Long’s Yunnanese troops to occupy Indochina on behalf 
of the Nationalist government. The unsuspicious Long Yun followed 
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suit, leaving Kunming, the provincial capital, vulnerable. In a quick 
coup, the remaining local troops loyal to Chiang surrounded and dis- 
armed Long’s retainers, and the helpless Long was packed off to 
Chongqing, and then Nanjing, where he was kept under Chiang’s sur- 
veillance. Chiang later appointed Lu Han, Long’s distant relative, prin- 
cipal protégé, and chief military subordinate, as the new governor.*® 
Hence, Lu played well with the Nationalist central authorities who had 
put him in power. Anti-KMT and leftist movements that were rampant 
during Long Yun’s reign were largely checked, and Nationalist influ- 
ence in the province quickly grew. It was not until early 1949 that a 
worsening military and political situation in China shook Lu’s pro- 
KMT stance.?’ 

Li Zonghuang provided two possible courses of action for Chiang 
to contemplate: the Generalissimo might take the opportunity offered 
by a scheduled meeting of Southwestern governors to remove Lu and 
appoint someone else, or Chiang might use the two central government 
armies then stationed in Yunnan under the commands of Generals Yu 
Chengwan and Li Mi to subdue Lu and reorganize the provincial gov- 
ernment.*® Chiang obviously gave Li Zonghuang’s proposals very 
careful thought. He agreed that Lu Han’s attitude was the most crit- 
ical factor in determining the success of the whole resistance move- 
ment in Southwest China, and he was ready to work out a thorough plan 
to achieve this end.?? 

Where did Chiang Kai-shek’s momentary confidence in this last 
mainland endeavor come from? The speculation about probable U.S. 
aid to China’s regional authorities in the southwest was surely one im- 
portant factor. Moreover, the PLA’s smooth advance into Northwest 
China since late August 1949 also led Chiang to predict, inaccurately 
as it turned out, that Mao Zedong might prefer a military occupation 
of the entire northwest, thus connecting Communist-controlled China 
with his Soviet patrons. The corollary was that the Communists would 
delay their operations south of the Yangtze so as not to divert focus 
from their ongoing campaigns in the far northwest.*° In line with this 
wishful thinking, Chiang’s aides initiated a new military scheme, 
aiming at mustering at least three additional army divisions in South- 
west China and enlisting Khampa Tibetans into the new combat force. 
Chiang obviously intended to use these ethnic divisions, backed up by 
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Hu Zongnan’s forces then retreating from Shaanxi into Sichuan, to 
march westward into the Xikang-Tibet borderland, where Chiang’s 
over-optimistic stalwarts sought to create Nationalist China’s “last 
anti-Communist base in the high plateau” and to extend Yunnan’s rear 
bases in the event of a retreat.“ 

To play out this last gambit, in the last week of August 1949, Chiang 
went to Chongqing. He summoned provincial governors and division 
commanders for meetings, laying out strategy and voicing his deter- 
mination to keep the PLA out of Sichuan and the territories beyond.” 
Whereas most of the regional military leaders were present at the meet- 
ings, Lu Han had declined to join, which intensified Chiang’s worry 
and suspicion. A military coup to remove Lu, proposed by Li Zong- 
huang, was underway. Meanwhile, in early September, Chiang secretly 
instructed General Yu Chengwan to maneuver the 26th Army, now 
garrisoned on the outskirts of Kunming, for a surprise attack on Lu’s 
residence and then to occupy key provincial buildings.*? Chiang was so 
eager to control Yunnan that his secret service agents were mean- 
while plotting to assassinate several key politicians in the province 
who were bitterly opposed to Chiang and were making secret deals 
with the local Communists.** 

Fully aware of the geostrategic significance of Yunnan in the event 
of the fall of South China, Li Zongren and the Guangxi Clique were 
anxious to stretch their influence into the province using a different, 
but equally drastic approach. Exploiting his capacity as an acting pres- 
ident, Li decided to appoint General Lu Daoyuan, a veteran Yunnanese 
militarist then serving under Bai Chongxi, as Yunnan’s new provincial 
governor. Anticipating that this appointment would stir up political 
turmoil in Kunming, Li planned to airdrop General Lu Daoyuan’s divi- 
sions into Yunnan to control the situation. If Lu Han refused to 
comply and intended to resist, Li would pour more of Bai’s divisions 
into the province from adjacent Guangxi and Guizhou.* 

The heated power struggle between Chiang and Li over Yunnan 
forced the uneasy and mentally vacillating Lu Han to take self- 
protective actions. To survive politically, Lu decided to throw in his lot 
with Chiang. On September 6, without warning, Lu flew to Chongqing 
to meet a surprised Chiang. With tears running down his face, Lu 
Han explained his difficult situation in Yunnan, begging Chiang’s 
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understanding and support. Lu promised to side with Chiang as long as 
financial aid was provided and more garrison forces were sent in to as- 
sist local “bandit suppression” and expel the Communists. Deeming 
Lu’s risky idea worth giving a try, Chiang appropriated one million silver 
dollars out of the reserve in Taiwan to facilitate Lu’s anti-Communist 
cause.*° 

Satisfied, Lu Han flew back to Kunming and launched “operation 
cleanup” according to Chiang’s wishes. All publications, except two 
pro-KMT papers, were closed, and all public meetings without official 
approval were forbidden. The noisy provincial council was dissolved, 
and the KMT secret service began widespread arrests of pro-CCP or 
leftist students and politicians within the province. Most important 
of all, Nationalist reinforcements, salaried by Chiang’s gold and silver 
reserves, began moving into the province from the adjacent Sichuan 
and Guizhou provinces.“ This episode, widely viewed as a coup of an- 
other kind, gave Chiang and his faithful followers hope. Writing in 
his diary, Chiang devotedly thanked his “Heavenly Father” for bringing 
about such a victory, which he described as a crucial turning point for 
the whole Chinese nation. Overly optimistic that a power base was 
now consolidated in Southwest China, Chiang began seriously consid- 
ering kicking Li Zongren out and returning to the presidency.** 

Back in Taiwan, Lu Han’s vacillating attitude and the “political 
cleanup” in Yunnan triggered new rumors about the future of the is- 
land. The American consul general in Taipei, John MacDonald, re- 
ported a rumor that the SCAP in Tokyo would bring Allied forces to 
Taiwan by mid-October to thwart a Communist takeover. Although 
Chen Cheng made several public statements on the stability and one- 
ness of Taiwan with China, local uneasiness continued to mount. Mac- 
Donald observed that, because many islanders believed trouble was 
imminent and inevitable, their anti-Chinese feeling was much greater 
than in the aftermath of the February 28 incident of 1947.4? When in- 
formed that SCAP was not coming to Taiwan, Taiwanese elites were 
so disappointed that they urged the United States to either step in and 
keep the Communist invasion out or sponsor them to present a peti- 
tion regarding Taiwan’s future to the United Nations.°° 

In the eyes of Chiang Kai-shek, the security of Taiwan remained in 
serious doubt. On October 5, 1949, shortly after returning from the 
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mainland, he received another secret report from Madame Chiang to 
the effect that Sun Liren was having unusual relations with “certain 
foreign and Communist underground elements [in the State Depart- 
ment],” who were attempting to alienate Sun further from Chiang.*! 
Perhaps around this time Chiang realized that Washington would 
eventually pick Sun Liren, along with K. C. Wu, to take over the is- 
land’s military and political affairs under the aegis of the MAP aid pro- 
gram recently approved by Congress. Chiang’s apprehension redoubled 
when he learned from General Claire Chennault that Washington 
would allocate part of the new fund to support Bai Chongxi in sus- 
taining the Guangxi Clique’s anti-Communist efforts in Southwest 
China.” The U.S. aid to China, if it materialized, then was likely to 
become regionalized; Chiang thus deemed it almost impossible that 
any substantial amount of MAP aid would come to him. 

The Generalissimo’s anxiety about America’s true intentions 
reached new heights in early November 1949, when, on Washington’s 
instructions, John MacDonald presented him with a National Security 
Council demarche (NSC 37/8). This latest policy paper specified that the 
future American attitude toward Taiwan, especially the provision of 
augmented economic assistance, would hinge on “an improved perfor- 
mance and maximum self-help” on the part of the Nationalist govern- 
ment. According to MacDonald, on receiving the demarche, Chiang 
seemed pleased that it was delivered to him, not anyone else within 
the KMT. MacDonald interpreted Chiang’s pleasant mood as the re- 
sult of a positive sign that Washington was now “willing to deal with 
him again,” and that Chiang had after all not been abandoned by his 
“old friend and ally.”5* Chiang’s personal diary, however, draws a to- 
tally different picture. He found this demarche preposterous and re- 
garded it a “face-saving” gesture on the part of George Marshall, who 
apparently tried to amend a broken relationship with him after the pub- 
lication of the China White Paper a few months earlier.** 

On November 19, 1949, at the invitation of John Leighton Stuart and 
General Albert Wedemeyer, General Zheng Jiemin, Chiang’s faithful 
intelligence chief and vice minister of National Defense, flew to Wash- 
ington to ask key political and military chiefs to aid ailing Nation- 
alist China. At one crucial meeting, Vice-Admiral Oscar C. Badger, a 
special advisor to the Pentagon, conveyed the following message: If 
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Chiang would agree that Chen Cheng be replaced by K. C. Wu, he 
could expect American economic and military aid to help the new gov- 
ernor launch genuine reform in Taiwan. This aid would include, among 
other things, an economic advisory group to Taipei and enough military 
materiel to replenish six Nationalist army divisions under Sun Liren.*° 
Ostensibly, the consensus now at Washington was indeed that Sun, 
rather than Chen Cheng, should lead the island’s military. 


THE ABORTIVE YUNNAN INDEPENDENCE MOVEMENT 


General Albert Wedemeyer had urged Chiang to make K. C. Wu Tai- 
wan’s new governor since May 1949. Now Washington attributed the 
Nationalists’ two recent wins on the islands of Quemoy (Jinmen) and 
Dengbu (off Zhejiang) to the new divisions trained by the capable Sun 
Liren. As such, Washington believed, Sun should be given full respon- 
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sibility for Taiwan’s future military defense. 
report to the State Department, John MacDonald gave a rather uncon- 
vincing account that, to show his sincerity toward the American 
advice, Chiang had delivered a secret message to Washington via the 
American military attachés in Taipei that he would be willing to turn 
over command of the remaining Nationalist troops to the United States 
in return for a public statement from Washington that would “allow 
wavering to cease, uncertainty to disappear.”°’ This alleged gesture of 
surrender generated a striking, if not false impression among Washing- 
ton’s top decision-makers that Chiang was sincere in handing over 
power. In a retrospective memorandum by the State Department’s Of- 
fice of Intelligence Research dated March 8, 1950, it appears many in 
Washington viewed Chiang’s willingness to reorganize Taiwan’s pro- 
vincial and military leadership as a crucial turning point, “making un- 
likely a coup of anti-Chiang political and military leaders—[which 
was] a definite possibility around October 1949.”58 

The release of Chiang Kai-shek’s personal diaries allows us to piece 
together the political jigsaw puzzle and see a more complete picture 
of the historical landscape. On receiving Badger’s message, Chiang 
wrote about his “deepest distress,” thinking that Taiwan’s future would 
be henceforth at the disposal of the United States. Uncertain whether 
the island would come under his firm grip, Chiang still hoped against 
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5.3 Chiang Kai-shek (middle) summons local Nationalist officials in Chongqing 
for Southwest China’s last defense against the People’s Liberation Army, ca. 
November 1949. (Courtesy of the KMT Party History Institute) 


hope that a territorial base of his own could be established in Yunnan.*° 
But his endeavor was greatly overshadowed by the PLA’s ongoing 
thrust into Southwest China, a development that was contrary to his 
early prediction. In mid-October, Bai Chongxi’s exhausted forces 
were no longer able to defend Guangzhou, and the Nationalist capital 
city fell to the Communists. Although the seat of the Nationalist re- 
gime was moved to Chongqing in Sichuan, the morale of both Nation- 
alist military and civil officials was rapidly disintegrating. By mid- 
November, the Nationalist authorities in Sichuan were already at 
their wits’ end. Feeling no longer able to save a topsy-turvy situation, 
the frustrated Li Zongren returned to his home province of Guangxi 
and refused to chair a decomposing “central” government any more. 
Chongqing seemed undependable, but pathetically, no Nationalist of- 
ficials at this juncture were able to point to safer headquarters. 

To Chiang Kai-shek and his core staff, the loss of the mainland 
would very likely lead to the loss of the Nationalist regime’s interna- 
tional status and credibility, and therefore they desperately wanted to 
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give Yunnan a last try. On November 14, Chiang flew to Chongqing to 
supervise the shaky local defenses. In Sichuan, he assigned a Japanese 
ex-military officer named Tomita Naosuke the task of initiating the 
last defensive operation against the approaching Communists.*! Al- 
though Naosuke’s plan was never implemented due to the unexpected 
mutiny of the Nationalist garrison forces on the southern outskirts of 
Chongqing, Chiang was impressed with his expertise. This episode 
also marked the beginning of Chiang’s employment of personal mili- 
tary staff from a recent enemy country. Before long, a group of informal 
Japanese military advisors under the leadership of Tomita Naosuke 
began operating quietly in Taiwan, and they would continue to do so 
in decades to come. 

The fall of Chongqing on November 30 sent Chiang and his stal- 
warts some 167 miles away in western Sichuan to Chengdu, which 
would become Nationalist China’s last official capital on the main- 
land. The very next day, in a desperate attempt to secure the generals’ 
promise to make their last stand in the southwest, Chiang summoned 
these regional leaders to Chengdu for an urgent meeting. Lu Han not 
only refused to join, but he also turned down Chiang’s offer to make 
him head of Nationalist bandit pacification commission in Yunnan 
and Guizhou provinces.®? As it turned out, Lu had a wild idea in mind. 
On November 15, around the time Chiang arrived in Chongqing, Lu 
sent an unidentified Yunnanese businessman to the U.S. Consulate in 
Kunming. Apparently inspired by the recently approved MAP program 
and by Washington’s statement that the U.S. government would aid any 
local group in China that actively opposed Communism, Lu’s repre- 
sentative secretly appealed Yunnan’s independence. According to Lu’s 
proxy, if Washington was willing to help defend Yunnan’s territorial 
integrity, the “top rank local government officials” would do anything 
required by the United States. In other words, the provincial authori- 
ties would “break with the Chinese government, accept American pro- 
tectorate and troops, and follow orders of American military, political 
and economic advisers.” 64 

Upon receiving this message, the U.S. vice consul in Kunming, 
LaRue R. Lutkins, urgently cabled the State Department for clear in- 
structions. Partly sympathetic toward Lu Han’s difficult position and 
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5.4 LaRue R. Lutkins (right) in 1964. He was deputy chief of mission at the U.S 
Embassy in Sri Lanka, serving under Ambassador Frances E. Willis (left). (Courtesy 
Frances E. Willis Papers, Hoover Institution Archives) 


his independence proclivity, and partly worrying that the recent deten- 
tion of the American consular staff in Shenyang would be repeated in 
Kunming, Lutkins warned the State Department chiefs that refusing 
this proposal might “virtually affect an immediate situation here and 
evacuation of consulate personnel.” A week later, Dean Acheson, after 
having discussed the situation with the Joint Chiefs of Staff, rejected 
the appeal, arguing that it was impossible for the local Nationalist 
armed forces to prevent the Communists from advancing into the 
west, and that Yunnan’s geographical remoteness made delivering 
any U.S. military provisions and other supplies highly impracticable. 
Meanwhile, Lutkins was instructed to inform Lu Han’s man that 
Washington could not undertake any guarantee that would “repre- 
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sent far reaching commitment involving direct intervention in Chi- 
na’s internal affairs.” 66 

On November 28, as the fall of Chongqing became unavoidable, Lu 
Han sent his man to see Lutkins for one final appeal. Lu’s representa- 
tive stressed that any type of aid from the United States would prove 
effective and that it would not be necessary to send American troops. 
In addition, Lu was willing to declare Yunnan’s independence first, and 
then ask for American protection, a move that Lu believed would not 
constitute an “intervention” on the part of the United States.® But 
Washington remained unmoved. Seeing this, Lu Han swiftly decided 
to transfer his political allegiance. On December 9, Chiang Kai-shek 
sent his close confidant Zhang Qun to check Lu Han’s reliability and 
make arrangements for the arrival of Nationalist troops being airlifted 
from Sichuan to facilitate the withdrawal of Nationalist headquarters 
in Kunming. Fearing a genuine entry of Chiang’s authority into his 
domain, Lu placed Zhang and his entourage under house arrest.® The 
next day, Lu radioed other Sichuan generals to join him in kidnapping 
Chiang. In despair, Chiang, accompanied by his son Ching-kuo and a 
dozen of his closest aides, took off for Taipei before any kidnapping 
could take place, never to set foot on the mainland again.” 

Before leaving Chengdu, Chiang was still planning to transfer Hu 
Zongnan’s troops from Sichuan westward into Xikang province, where 
he sought to establish a military stronghold in Xichang and continue 
his mainland resistance.” But Lu Han’s sudden defection and the 
resultant loss of Yunnan shattered such a dream. In his personal journal, 
Chiang remorsefully blamed his own misjudgment and naivety about 
Lu, attributing Lu’s “capriciousness and mistrustfulness” to the latter’s 
“frontiersmen nature.” Chiang confessed he had learned a bitter lesson, 
admonishing himself that henceforth he should act according to “re- 
alpolitik,” rather than moral appeal, when dealing with internal and 
external affairs.’! Chiang might be right about his belated judgments, 
but when lamenting the entire fiasco of Southwest China, he probably 
never knew that the United States played a role, albeit indirectly, in 
catalyzing Lu Han’s ultimate betrayal at the final hours of Nationalist 
China on the mainland. 


6 


Floating State, Divided Strategy 


THE DEFECTION OF Yunnan Governor Lu Han and other Nationalist 
military leaders in Southwest China left Chiang Kai-shek with no op- 
tion but to leave the Chinese mainland. The diplomatic and political 
events in China’s southwestern provinces in late 1949 not only accel- 
erated the pace of the Chinese civil war but also helped create the ac- 
cidental Nationalist state of Taiwan. Retreating to the island became 
an unavoidable for Chiang and his followers. But even so, Chiang 
remained rather skeptical as to whether Taiwan was a secure place 
of shelter. In this regard, the U.S. attitude remained a grave concern 
for him. 

On December 4, 1949, while still in Chengdu, Chiang dispatched 
his trusted men to Taipei to further evaluate the local situation; up to 
this point, plans were underway aimed at withdrawing the national 
capital westward to Xichang in Southwest China.'! Meanwhile, Muslim 
forces recently retreating from Northwest China into southern Xin- 
jiang, where the creation of another anti-Communist territorial cit- 
adel was under consideration, had momentarily elevated Chiang’s 
hopes of staying on the mainland.” This hope proved ephemeral, by De- 
cember 6, Xichang was surrounded by local bandit forces and was no 
longer a secure place. Having no alternative, Chiang departed for Taipei, 
ready to face the United States over the future of the island and his 
own fate. When the first Executive Yuan meeting was convened in 
Taipei on December 12, 1949, Nationalist China's de facto territorial 
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domain consisted only of Taiwan, Hainan, small segments of southern 
Xikang and southern Yunnan, and a string of offshore islands from 
Zhoushan down to the South China Sea. As K. C. Wu reminisced, 
Chiang was frequently in an extremely anxious state of mind; these 
island territories were the only residue of a huge empire he once pos- 
sessed and governed, and no one in the near-bankrupted Nationalist 
mechanism was certain about their defensibility.* 

Among the earliest compromises Chiang made with the United 
States was the rearrangement of Taiwan’s new provincial leadership. 
On December 24, 1949, Chen Cheng reluctantly handed over the gov- 
ernorship to K. C. Wu. In his personal memoir, Chen bitterly recalled 
his strong belief that it was extremely unwise to reorganize the Taiwan 
provincial government at this critical moment. And yet, for the sake 
of the collapsing Nationalist regime’s dire relations with the United 
States, Chen said he was willing to back down and resign.* Chen’s bit- 
terness was a vivid contrast to the elated and confident attitude of K. C. 
Wu, who now thought that he had the full support of Washington. On 
the eve of his inauguration, Wu secretly met with American consular 
officials in Taipei, to whom he pledged to fully cooperate with Gen- 
eral Sun Liren in bring about genuine and satisfactory reform. In re- 
turn, Wu urged that the promised American aid, especially political 
and military advisors, be dispatched to Taiwan without delay.° These 
underground communications only increased Chiang’s strong suspi- 
cion and uneasiness. On January 5, 1950, Sun Liren secretly informed 
an anonymous American military attaché in Taipei that the Genera- 
lissimo had learned about his “reported plan for coup.” Sun said that 
he had told Chiang that this was a rumor inspired by the Communists, 
and suggested Chiang thoroughly investigate the source of the rumor 
and that all possible Communist elements be driven out of Taiwan. Sun 
then told the military attaché that Chiang apparently believed his 
words as much as he believed anyone.°® 

As Li Zongren was in the United States for medical treatment, Na- 
tionalist China had constitutionally become a state without a head. In 
early February 1950, Li informed Taipei that, for health reasons, he had 
to remain in the United States. In reality Li was by no means willing to 
return to a place where Chiang Kai-shek was trying to take full com- 
mand. Chiang had now decided to resume the presidency, which led Li 
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and his followers denounced as “illegal,” “rebellious,” and a substantial 
“coup d’état.”’ Li undoubtedly tried to win back his political legiti- 
macy; a luncheon meeting with President Truman, Dean Acheson, and 
Louis Johnson was arranged in late February through Gan Jiehou, Li’s 
aide in Washington. On March 2, while Li was being entertained at Blair 
House as Truman’s “special guest,” across the Pacific Ocean, in Taipei, 
Chiang Kai-shek and his wife stood on the balcony of the presidential 
palace, gleefully waving to a crowd of some 100,000 “enthusiastic citi- 
zens” who gathered to celebrate Chiang’s resumption of office.® 

Indeed, at this critical moment, Washington’s policy toward the 
barely surviving Nationalist China and its divided leadership was 
opaque and perplexing. Edward Martin, then an economic adviser in 
the U.S. Embassy in Taipei, recalled that he and his colleagues were 
frequently puzzled by the American policy toward Taiwan. They could 
not understand what it was supposed to do, and felt rather unhappy 
about not getting clearer messages from Washington.’ On the eve of 
Chiang’s return to presidency, it appeared that using drastic means, in- 
cluding an assassination or coup, to remove Chiang had momentarily 
become an option. According to Chiang’s own account, a coordinated 
plan to remove him from Taiwan was orchestrated by certain inner- 
circle moguls from both London and Washington. V. K. Wellington 
Koo, Nationalist Chinese ambassador to the United States, was ap- 
proached by an unidentified Briton who urged him to persuade Chiang 
to hand over power to “three specially designated Nationalist figures 
on Taiwan” and leave the island for good. The reward for Chiang’s exile, 
according to this person, would be a luxurious cruise ship worth $4 
million. The next day, this person invited Koo to a luncheon with Allen 
Dulles, who would become director of the CIA a few years later. Al- 
though nothing more about Chiang’s removal was discussed during the 
luncheon, Koo was convinced that Washington’s intelligence chiefs 
were aware of the secret British proposal.!° 

Chen Cheng, now a relatively innocuous figure compared to Sun 
Liren, was awarded the premiership of the resettled Nationalist govern- 
ment in Taipei. In the meantime, Chiang might have implicitly sought 
to use Chen to checkmate K. C. Wu, whom Chiang now thought “too 
popular abroad.” Predictably, Chen’s appointment caused the uneasy 
and angered Wu to threaten to resign from the provincial governorship, 
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a position constitutionally subordinate to the premier.!! The tension 
between Chen and Wu was not just personal or emotional, but also 
institutional; the move of the Nationalist seat to Taiwan indicated that 
there was now a skeleton central government in exile superimposed 
on a much larger and well-functioning provincial mechanism. As the 
positions of premier and provincial governor inevitably overlapped 
and conflicted in various ways, a power struggle over the island’s tax 
revenues and other crucial resources was a natural and unsurprising 
consequence.!” 

During the first weeks after resuming the presidency, Chiang Kai- 
shek became so frustrated when mediating between Chen Cheng 
and K. C. Wu that he frequently threw his hands up in disgust. In his 
diaries, a dispirited Chiang scoffed at his premier’s “narrow-mindedness 
and unyieldingness,” while criticizing his provincial governor as “over- 
bearing” and “egotistical” for accepting foreign backup. But Chiang 
was unable to come up with a solution to the power struggle.'’ Indeed, 
tensions grew to such heights that, in a private dinner meeting in late 
April 1950 with Robert Strong, the American chargé d’affaires, Wu 
expressed his gravest concerns about continuing his “almost heart- 
breaking” job as a provincial governor. Surprisingly, as revealed in 
Strong’s report to Washington, a pessimistic Wu frankly admitted that 
there was little doubt that Taiwan would not last beyond the spring 
of 1951, and subsequently “questions of visas for both [his] wife and 
[him]self [to] visit [their] daughters in the United States entered [the] 
conversation.” 

In the Nationalist military establishment too, fierce competition, 
mistrust, and suspicions prevailed in all corners of the island. To ev- 
eryone’s surprise, the U.S.-favored Sun Liren was not made Chiang’s 
new chief of staff. Instead, Sun was only appointed commander-in-chief 
of the Nationalist Ground Forces, and his duties were largely confined 
to military education and training programs. Sun was outraged with 
this appointment as it was merely a window dressing to attract Amer- 
ican support for Chiang. An extremely reluctant and unhappy Sun 
accepted the new post only after Chiang assured him that the newly 
arrived U.S. ammunition, if it were to be sent to Taiwan, would go first 
to Sun’s forces stationed in the southern part of the island.'® 

The Nationalist military chiefs seemed to hate their fellow com- 
rades as much as their deadly Communist enemies. In a private con- 
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versation with the U.S. military attachés in Taipei in late April 1950, 
Sun Liren strongly condemned General Zhou Zhirou for dancing 
“Too percent to the tune of Chiang,” who made him chief of general 
staff nonetheless, still giving Sun poor cooperation. Sun did not hesi- 
tate to disclose to the Americans that Nationalist troops stationed on 
the islands of Zhoushan, Quemoy, and Hainan were made up of at least 
20 percent “paper” (nonexistent) soldiers, while he was having great dif- 
ficulty getting supplies for his troops. Sun thundered that this was 
due entirely to his complete lack of control over the military decision- 
making.'° The purpose of these complaints, it appears, was to try to 
secure Washington’s concrete support and strengthen Sun’s position on 
Taiwan. 

Given Sun Liren’s extraordinary foreign background, Chiang Kai- 
shek’s mistrust of him is easy to comprehend. But it should be noted 
that Chiang was equally distrustful of other high-ranking military 
officers. Around late February, Chiang ordered the execution of his 
deputy chief of general staff, Wu Shi, who had been found guilty of 
spying for the Chinese Communists. Then in mid-March 1950, shortly 
after Chiang resumed the presidency, it was reported that a major- 
general in the Nationalist Defense had allegedly headed a group of 
about twelve conspirators attempting to assassinate Chiang. As one 
U.S. confidential telegram from Taipei to Washington reveals, a time 
bomb attached to Chiang’s limousine exploded just after he left the 
car.” Even Chen Cheng was said to have very distasteful relations 
with Chiang; speculations had it that Chiang’s appointment of Chen 
as premier was intended to weaken Chen’s military power on the is- 
land “by kicking him upstairs out of immediate military control.”18 
The political chaos within the Nationalist hierarchy, accompanied by 
a deteriorating financial outlook, led K. C. Wu to assert that, by early 
1950, the eventual collapse of the Nationalist regime in Taiwan was 
more a certainty than a probability.’ 


HAINAN ISLAND AND THE OTHER NATIONALIST AUTHORITIES 


The schism among high-ranking Nationalist authorities was not con- 
fined to the island of Taiwan. The Nationalist remnants on the Hainan 
Island had unwittingly and embarrassingly posed a serious threat to 
the unity and survival of the precarious Nationalist state. By late 1949, 
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in addition to Taiwan, Hainan had become a major haven for Nation- 
alist troops retreating from the mainland. Since undertaking Hainan’s 
governorship in March that year, Chen Jitang had endeavored to make 
the island another strong territorial citadel outside Chiang Kai-shek’s 
sphere of influence. Chen was convinced that he might one day become 
Free China’s supreme leader, if he could hold on to Hainan for a few 
more years, when he expected World War III would break out between 
the West and the Communist bloc. His naivety and optimism about 
Hainan’s effective defense stemmed in part from the fact that, in late 
1949, the PLA still lacked air and amphibious capabilities to invade the 
island. Militarily, the strength of the local Hainan Communist guerilla 
forces was relatively weak in comparison with Chen’s well-equipped, 
70,000-odd Nationalist troops.” Meanwhile, Chen shared a common 
belief that Washington had virtually abandoned Chiang Kai-shek and 
instead would support any regional leaders who were both willing and 
capable of resisting the Communists, including himself.”! 

The fall of Guangdong in October 1949 placed Hainan in an increas- 
ingly difficult position. Bai Chongxi’s 300,000 soldiers, which he 
originally intended to withdraw from Central China to his home prov- 
ince in the southwest, were largely annihilated on the Guangdong- 
Guangxi border, and only a few surviving divisions managed to retreat 
to Hainan and French-controlled Vietnam.”” As 1950 began, approxi- 
mately 80,000 Nationalist troops belonging to various political fac- 
tions loyal to different military leaderships were already on the island. 
Having moved his provincial seat to Hainan as soon as Guangzhou was 
lost, the exiled Guangdong Governor Xue Yue was made commander- 
in-chief of the Hainan military defense and took over the island’s mili- 
tary command. The resultant power struggle between Xue and Chen 
Jitang grew to such an incredible extent that, around late 1949 and early 
1950, the American intelligence unit gloomily predicted that the dis- 
contented Chen might soon turn over Hainan to the Chinese Commu- 
nists. According to the CIA, Chen sent a secret message to the newly 
arrived Communist authorities in Guangdong, offering to arrange a 
peaceful handover of Hainan on condition that his personal property 
and assets in Guangzhou were protected and returned to him, and 
that he would be allowed to remain Hainan’s governor for six months 
after the Communist takeover. The Communists turned down 
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Chen’s proposition and reiterated their demand for an unconditional 
surrender.?* 

Presumably as a result of the Communist rejection, Chen Jitang 
could only show his determination to secure the island, contrary to 
his fallback position (surrendering to the Communists). In mid-January 
1950, Chen wrote to Senator William Knowland, appealing for imme- 
diate U.S. aid to Hainan. Chen cleared the air with Knowland by stating 
that the Nationalist high officials on the island were united and coop- 
erative. He added that all the troops were “high-spirited and willing to 
die for the island,” and were now entrusted to the command of Xue Yue, 
to whom Chen “automatically” surrendered his post as commander-in- 
chief of Hainan’s military defense. Chen also stressed that Taiwan and 
Hainan were the last two island bastions of anti-Communist forces in 
China, and he regretted that the outside world did not recognize Hainan, 
which he believed had more natural resources than Taiwan, having 
richer land, abundant mineral resources, and unlimited agricultural 
products, and therefore, strategically, was equally important.* 

Around the time Chen sent his letter of appeal, Gan Jiehou in Wash- 
ington also wrote to the State Department and sought support for Hain- 
an’s cause. Apparently on Li Zongren’s instructions, Gan argued that in 
view of the number of troops deployed in Hainan and its strategic posi- 
tion, this island stronghold was no less significant than Taiwan for the 
ultimate recovery of the mainland. Gan therefore urged that equal at- 
tention be paid to the defense of Hainan as to Taiwan.° 

At one point, in Washington, discussions about giving more sub- 
stantial aid to the Nationalists in Hainan were underway, and this dis- 
turbed Chiang Kai-shek tremendously. In Chiang’s eyes, Hainan had 
long been the turf of the Guangdong Clique, and even Li Zongren and 
the Guangxi Clique were in a stronger position than Chiang to claim 
that island. Chiang fully realized that even if Hainan was to be held, 
his influence on the island’s affairs would only be tenuous and lim- 
ited. Yet during the first few months of 1950, when Nationalist morale 
was close to a breakdown, Chiang was in no position to abandon 
Hainan because of a very implicit and politically subtle reason. When 
a flurry of underground operations were being planned in Taipei, 
Hainan was still designated as an important anti-Communist island 
stronghold, where a KMT-backed “Free China Labor Union” (Ziyou 
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Zhongguo Laogong Tongmeng) branch office would be established, and 
where a large wireless station would soon be installed for future Na- 
tionalist espionage in South and Southwest China.” Nevertheless, 
from a pragmatic point of view, the very fact that Hainan was 800 miles 
from Taiwan and only ro miles from the mainland suggested that, in 
the event of a Communist invasion, no effective logistic support could 
be mounted from Taiwan. It was scarcely surprising that, shortly after 
the Nationalist center moved to Taipei, in January 1950, Chiang had 
very quietly ordered his aides to draft withdrawal operations in antici- 
pation of Hainan’s eventual abandonment.’ 

The coexistence of the two essentially independent Nationalist is- 
land authorities constituted a thorny issue for Chiang Kai-shek and the 
officials surrounding him. By the spring of 1950, the nascent Commu- 
nist rule in the southern regions of Guangdong Province still showed 
signs of considerable instability. In Leizhou Peninsula, opposite Hainan, 
the economic and monetary situation had deteriorated to a point that 
the area was noticeably restless; PLA troops were no longer allowed 
in the cities at night and their camps on the outskirts were heavily 
guarded.* In early March 1950, Xue Yue’s forces repeatedly repelled 
Communist attempts to land on the northern shore of Hainan. More- 
over, Nationalist naval patrols destroyed Communist wooden boats 
seeking to approach the island several times, while the air force con- 
tinued to bomb PLA bases along the southern Guangdong coast.”° To 
sustain Hainan’s finances, Chen Jitang and Xue Yue managed to sell 
600,000 tons of the island’s iron ore to Japan, and Hainan military 
leaders were busy flying between Haikou, the provincial capital, and 
Taipei to solicit more military and economic aid.*° 

Around late March and early April 1950, the outwardly improving 
situation in Hainan momentarily led some in Washington’s intelli- 
gence quarters to decide that the danger of an immediate invasion of the 
island was “more remote than ever.’”*! Even policy planners in the State 
Department shared this ephemeral optimism. In a memorandum drafted 
by the department’s Policy Information Committee on April 12, the sit- 
uation in both Zhoushan and Hainan was depicted as “stabilized,” and 
in no danger of immediate collapse.*? It took a private national policy 
formulation, chiefly orchestrated by an “unofficial” American advisor, 
to decisively bring about the total abandonment of Hainan perma- 
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nently in May 1950, before the Communists invasion of the island fully 
materialized. 


NSC 48 SHOWS CHINA POLICY STILL UNSETTLED 


The Communists’ sweeping victory on the Chinese mainland not only 
disrupted the surviving offshore Nationalist authorities, but also di- 
vided Washington’s military and foreign policy establishments. In the 
final weeks of 1949, Chiang Kai-shek and his core officials in Taipei 
might have been unaware that, just when they thought they would get 
support from the United States following the crucial meeting between 
Oscar Badger and Chiang’s intelligence chief Zheng Jiemin in Wash- 
ington and the resultant reorganization of the Taiwan provincial gov- 
ernment, interdepartmental debates in Washington over the policy 
toward Taiwan made Badger’s verbally promised delivery of military 
aid virtually impossible. Still, in early December 1949, partly pressed 
by Chiang’s supporters in the United States, and partly anxious that the 
Communist triumph in China would be total, the Defense Department 
pushed for a more assertive approach to keeping Taiwan out of Mao 
Zedong’s clutches. Policymakers in the Pentagon contemplated how to 
make the most effective use of $75 million in a “303 fund” earmarked 
for the “general area of China” under the 1949 Military Assistance Pro- 
gram. They had also neared completion of National Security Council 
(NSC) 48, a comprehensive policy paper for Asia that had been in prog- 
ress for a number of months.* In Tokyo, General Douglas MacArthur 
let it be known that he thought Taiwan ought to be held because of its 
strategic value. As modern scholars now agree, the Far Eastern com- 
mander also displayed a penchant for independent action toward the 
Nationalists’ island stronghold.** 

On the day that K. C. Wu assumed governorship of Taiwan in Taipei, 
the Joint Chiefs of Staff, with the idea of launching a “modest, well- 
directed and closely supervised” program for China which had been 
advanced earlier, now called for concrete military assistance for Taiwan 
and an immediate survey of its defense requirements.*° In the mean- 
time, in the State Department, a confidential memorandum drafted by 
Assistant Secretary of State W. Walton Butterworth drew a rather dif- 
ferent conclusion. Butterworth pointed out straightforwardly that no 
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new convincing military-strategic reason could be found to diverge 
from the American nonmilitary policy toward Taiwan. Responding to 
the military’s argument that Taiwan was “useful in deflecting Chinese 
Communist expansion” in East Asia, the memorandum, presumably 
taking Lu Han’s recent defection into consideration, argued forcefully 
that the primary threat in Taiwan was from infiltration and subversion, 
rather than invasion. As a result, American military action might post- 
pone a Communist takeover but could never prevent it. Moreover, such 
action would carry an unacceptable political price for the United States: 
loss of prestige for visibly trying and failing to retain the island, a tar- 
nished reputation in Asia for backing a discredited regime, and a repu- 
tation as the new Soviet Union, “the imperialist menace to China.”36 

On December 29, 1949, after making certain that he had the presi- 
dent in his corner, Secretary of State Dean Acheson easily blocked the 
Joint Chiefs of Staff’s recommendation at a Blair House session with 
military leaders. Using the arguments in Butterworth’s memorandum, 
Acheson emphasized that the bankrupt Nationalists might succumb 
to the same internal decline on Taiwan that had affected them every- 
where on the mainland.*’ The military chiefs were silenced later that 
same day, when the National Security Council took final action on 
NSC 48, and the State Department won approval for a reaffirmation of 
nonmilitary policy as a part of NSC 48/2.°° Truman relentlessly criti- 
cized Chiang Kai-shek and his Nationalist followers as “about the rot- 
tenest government that ever existed,” and the decision to sustain the 
nonmilitary policy, as contemporary literature argues, amounted to a 
virtual abandonment of Taiwan and the Nationalists on it.3? 

Given the heating up of the Cold War in Europe and attendant con- 
cerns, notably the Berlin Blockade and the success of the first Soviet 
atomic test, the NSC 48/2 decision was entirely understandable. In the 
face of growing pressure from leading Republicans and the China lobby 
to increase aid for Chiang Kai-shek, President Truman and Dean 
Acheson concluded that the time had come to curb the incessant spec- 
ulation. Truman issued a press statement on January 5, 1950, to the 
effect that Taiwan was clearly Chinese territory and that the United 
States harbored no ulterior motives concerning Taiwan. There would 
be no involvement in the Chinese civil war, nor would military assis- 
tance or advice be furnished to the Nationalists on Taiwan.*°? Acheson 
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quickly followed with a major speech, delivered on January 12, in which 
he described Taiwan and South Korea as “not within the U.S. defense 
perimeter,” reiterating that no U.S. military support would be given to 
the Nationalist remnants on the island.*! With little question, such 
blunt statements from the United States were like a death sentence for 
the Nationalists in Taiwan. The Nationalist Foreign Ministry was in- 
structed to lodge a strong protest with the U.S. Embassy in Taipei, but 
the protest fell on deaf ears.” 

As hopes for securing American aid evaporated, everyone in Tai- 
pei’s high political circle now seemed cynical, and a sense of deep be- 
trayal was fast growing. The fact that Washington did not highlight the 
unsettled legal status of Taiwan clearly suggested that the island would 
eventually fall to the Chinese Communists and a Chinese Titoism 
might follow. Chen Cheng, in his personal memoirs, recalled Truman’s 
piercing words in early 1950, along with the U.S. refusal to render mili- 
tary assistance, as disillusioning a few “unrealistic” and “irresponsible” 
politicians on the island. He was referring to the “overbearing” K. C. 
Wu, who, in Chen’s view, harbored evil ambitions to use American sup- 
port to bolster his political power on the island. As Chen saw it, the 
public statements made by Truman and Acheson only proved that Wu 
was “clownish,” “hubris-minded,” and “politically naive.”*% 

Chen Cheng’s bitter complaints about his chief political rival and 
the American backers are fully understandable. It should be noted, 
however, that while making K. C. Wu and Sun Liren the candidates to 
cultivate within the Nationalist hierarchy, some in Washington’s 
higher circles also favored supporting elements outside the KMT. The 
story of Thomas Liao (Liao Wenyi) and his cohorts demonstrates how 
the relationship between pro-independence Taiwanese and the United 
States evolved when the collapse of the Nationalist government seemed 
imminent, and how the U.S. policy toward Taiwan was divided and un- 
settled. Shortly after the mass uprisings that began in Taipei on Feb- 
ruary 28, 1947, Liao and his associates organized the Formosa League 
for Re-emancipation (FLR) in Shanghai and petitioned the United Na- 
tions to place Taiwan under its trusteeship as a prelude to indepen- 
dence.** When General Wedemeyer visited Taiwan in the summer of 
1947, Liao gave him a petition letter to the effect that people in Taiwan 
should have the right to decide their own future. Although no official 
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response to Liao’s appeal was made by the United States, his voice 
began attracting the attention of the international mass media.‘ 

Since the fall of 1948, core members of the FLR had resettled in 
Japan, where they sought a more congenial environment for their Tai- 
wanese independence activities. Soon their contact with SCAP head- 
quarters in Tokyo, especially with MacArthur’s political intelligence 
personnel became an open secret. With the tacit consent of the SCAP, 
on January 27, 1949, the FLR publicly appealed for a comprehensive 
U.S. mandate for Taiwan, so as to prevent the fall of the island to the 
Chinese Communists. This was the clearest statement about the FLR’s 
political goals thus far.*° In March 1949, having held several conversa- 
tions with key FLR members in Tokyo, William J. Sebald, MacArthur’s 
chief political advisor, cabled a top-secret report to the State Depart- 
ment, in which he stated his belief that the tumultuous situation in 
China at that time afforded an opportunity for interested groups, no- 
tably Thomas Liao and the FLR under him, to exploit the independence 
movement in Taiwan. It was also possible, Sebald noted, that a con- 
fused situation in China might induce certain Nationalist military or 
political leaders to use pro-independence feelings in Taiwan as a de- 
vice to provide them with an autonomous political stronghold or a new 
coalition government between the KMT and the CCP.“ 

In the following months, important FLR elements were actively en- 
gaged in lobbying for Taiwan’s independence. Thomas Liao was in Hong 
Kong, where he garnered support from local consular officials of the 
United States and the Philippines.** Between May and September 1949, 
Peter Huang, another key figure of the league, was first in Guangzhou 
and then in Taiwan, where he held several important meetings with 
local American diplomats. He told Lewis Clark that the FLR was leaving 
its choices open, eager to collaborate with every possible leader or fac- 
tion that was willing to fight for Taiwan’s survival. Huang expressed his 
particular wish to establish direct contact with General Sun Liren, who 
had headquartered himself in southern Taiwan. Huang hoped for Amer- 
ican support in putting the two parties in direct contact.” 

While in Taipei, Peter Huang informed U.S. Consul General John 
MacDonald that the FLR was prepared to “sacrifice a hundred thou- 
sand Taiwanese in a bloodbath uprising after which the United States 
could come and take over.” He also claimed, unconvincingly, that Gen- 
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eral Sun Liren had attempted to approach him and had agreed to sup- 
port the FLR wholeheartedly with arms and men. Huang thus urged 
Washington to render financial assistance in order to facilitate FLR ac- 
tivities in Taiwan.°° MacDonald, however, was not impressed. In his 
cable back to Washington, he described Huang as being “neither better 
nor worse than several other Taiwanese independence leaders.” Mac- 
Donald observed that, after two months’ stay in Taiwan, Huang was 
“pathetically un-informed on local conditions and popular current 
thinking.” MacDonald maintained that the FLR had supporters only 
at Taiwan’s lowest government levels, and there was no indication that 
Sun Liren or other higher officials on the island would support it. The 
American consul general’s conclusion was that the FLR was by no 
means qualified to claim it represented the 6.5 million people on the 
island, and therefore the U.S. government should not render any sub- 
stantial assistance.*! 

On September 2, 1949, in the midst of the alleged SCAP takeover 
of Taiwan, Thomas Liao submitted detailed operation guidelines to 
Philip Jessup, the ambassador at large at the State Department, in which 
Liao called for an immediate SCAP temporary jurisdiction over Taiwan 
and the Pescadores. Liao also suggested that he personally lead the pro- 
visional Taiwanese government under the supervision of a military 
and political advisory committee appointed by SCAP; that all the col- 
laborators in the KMT regime in Taiwan be purged, that people in dif- 
ferent districts and races on the island be assisted in establishing their 
own local governments; and that a “Formosan National Defense Army” 
of 50,000 standing troops be organized with SCAP training and supervi- 
sion. To preserve Taiwan's political stability and to build up a new social 
order, Liao proposed that 8,000 American troops be sent to Taiwan, and 
that these troops be divided into eight groups, stationed at eight dif- 
ferent points, including five in the west coast of Taiwan, two in the east, 
and one in the Pescadores. To help Taiwan’s economic recovery, Liao 
unabashedly requested $60 million in materiel aid and another $60 mil- 
lion in the form of investment from private U.S. companies.*” 

As the Nationalists’ resistance on the Chinese mainland was rap- 
idly disintegrating in the fall of 1949, despite John MacDonald’s unfa- 
vorable evaluation of Peter Huang, higher-level policy planning staff in 
the State and Defense departments did view the FLR as one potential 
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force instrumental in collaborating with K. C. Wu, Sun Liren, and 
other Taiwanese elites within the KMT power structure and carrying 
out a genuine reform in Taiwan. In mid-November, Peter Huang in- 
formed Donald Edgar, the U.S. consul in Taipei, that Thomas Liao had 
received a response from President Truman, privately advising the FLR 
to cooperate with liberal elements of the Nationalist government.*® It 
remains unclear whether Liao’s claim was merely self-serving, but to 
many of Liao’s associates, this sounded like a positive signal from the 
White House. In the first week of January 1950, consequently, notable 
Taiwanese elites within the KMT, including Qiu Niantai, Lin Xian- 
tang, Wu Sanlian, and Yang Zhaojia, were so active in their secret li- 
aisons with Peter Huang that speculation had it the FLR would soon 
be integrated into the reformulated Taiwanese provincial authorities 
under K. C. Wu, with its members playing a greater role in the island’s 
future politics.°* In an internally circulated memorandum prepared on 
January 6, 1950, planning-level officials in the State Department argued 
that if the current reform trend led by K. C. Wu was sincere and effec- 
tive, some accommodation between the Taiwanese and the National- 
ists might be a possibility.*° With one of the most important functions 
of the U.S. diplomatic representation on Taiwan now to get access to as 
many FLR members as possible, David L. Osborn, American vice consul 
in Taipei, was soon made key liaison between the Consulate General 
and the league. It is worth noting that, to facilitate Peter Huang’s activi- 
ties in Taiwan, Osborn went so far as to arrange this prominent FLR 
figure to work undercover, as a fieldworker and interpreter for the U.S.- 
backed Joint Commission on Rural Reconstruction in Taiwan.*° 

On January 12, 1950, while Dean Acheson reiterated Washington’s 
unwillingness to risk incurring the anger of the Chinese people over 
perceived imperialist intervention in China’s domestic affairs, Robert 
Strong, the State Department’s chief representative in Taipei, held a 
clandestine discussion with a group of FLR leaders. The FLR handed 
over to Strong a four-point proposal: the denunciation of the 1943 Cairo 
Declaration; the establishment of a provisional Taiwan government; a 
coup initiated by Sun Liren on behalf of the Taiwanese people; and the 
founding of a new Taiwanese army to defend the island. According to 
Strong, the significance of this meeting was that these FLR members 
were accompanied by Yang Zhaojia, a heavyweight member of K. C. 
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Wu’s new provincial authorities who also enjoyed a very high reputa- 
tion among the Taiwanese people.*’ 

The January 12 meeting was followed by a secret rendezvous be- 
tween Robert Strong and James Chen, another key FLR member, on Jan- 
uary 26. According to Strong’s confidential dispatch to Dean Acheson, 
Chen informed the American chargé that Taiwanese elites within and 
outside the KMT were organizing a “Taiwanese Democratic People’s 
Association” under the leadership of Lin Dingli, former station chief of 
the notorious KMT Investigation and Statistic Bureau in Taipei. Using 
Lin’s unique intelligence background within the KMT party, Chen na- 
ively thought that Chiang Kai-shek might finally consent to the pres- 
ence of this association and that, when its position was consolidated, 
the association would replace Lin with General Li Liangrong, the 
former governor of Fujian Province who had recently played a brave role 
in expelling the invading PLA from Quemoy. James Chen revealed that 
the ultimate goal of the association was to declare Taiwanese indepen- 
dence, and he claimed that U.S. support for the association was the 
most critical factor in achieving this goal.” 

Although Robert Strong responded by saying that Washington 
would not make any substantial commitment to such underground 
activities, he nevertheless told James Chen that he was ready to hear any 
suggestions or options regarding Taiwan’s future. Two weeks later, 
James Chen returned with a further claim that Chiang Kai-shek 
and K. C. Wu had verbally agreed to the establishment of the Taiwanese 
Democratic People’s Association, and he asked for Washington’s firm 
endorsement. The first reaction from the U.S. chargé was positive; in 
his telegram dispatch to Washington, Strong highlighted that the or- 
ganizational form of this new association was of interest to the United 
States, because it would provide a working government on provincial 
and local levels, “should any effort [to] take power be successful.”°? In 
the weeks that followed, it seemed K. C. Wu and the FLR were com- 
peting to win the goodwill of the American embassy in Taipei and thus 
claim leadership of the association. But Washington's attitude remained 
undecided. Even though James Chen repeatedly asserted that the 
founding of the association had Chiang Kai-shek’s approval, and that 
Chiang even supported the idea of forming a new Taiwanese army, the 
State Department had serious doubts about Chiang’s involvement, as 
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well as about the association’s possible role in strengthening the is- 
land’s military and political position. 


THE UNDETERMINED PARTY REFORM 


Predictably, Chiang Kai-shek was both annoyed at, and fretted about 
the underground contacts between certain Taiwanese elites and the 
American diplomats in Taipei. He deemed such contacts an “evil in- 
trigue” on the part of the United States aimed at encouraging Taiwan’s 
separation from China.*! However, to convince Washington that genuine 
reforms were in the offing, Chiang needed to make a compromise. In 
mid-March 1950, Chiang sent his trusted national security chief, Tang 
Zong, to convey verbally to Robert Strong that he was pleased to see 
more Taiwanese elites would be participating in Taiwan’s political af- 
fairs as a result of the Taiwanese Democratic People’s Association.” 
Chiang’s apparently encouraging attitude momentarily inspired Tai- 
wanese elites both within and outside the Nationalist bureaucracy. 
Almost simultaneously, the Nationalist government announced that 
elections at local levels would be launched throughout Taiwan in the 
foreseeable future, a giant step toward the island’s eventual democratic, 
local governance. 

While welcoming these new developments on the island, Robert 
Strong was realistic about the possible results. On April 4, the day he 
was invited (but ultimately rejected) to be present at the inaugural cere- 
mony of the Taiwanese Democratic People’s Association, Strong cabled 
the State Department, predicting that the organization would produce 
three consequences: The Taiwanese “half-mountain” people would 
use it to gain political power; the initiators such as Lin Dingli, James 
Chen, and other FLR cohorts would then be regarded as having con- 
spired to overthrow the Nationalist government; and Chiang Kai-shek 
would gradually penetrate the association to blunt any potential threat 
and eventually to use it for his own purposes. 

Strong’s prediction about the ultimate fate of FLR members proved 
to be largely correct. Toward the end of May 1950, Chiang Kai-shek be- 
came aware that certain Taiwanese officeholders within the govern- 
ment, including Yang Zhaojia and Wu Sanlian (then serving as Taipei’s 
city mayor}, were closely related to the FLR and the Taiwanese inde- 


FLOATING STATE, DIVIDED STRATEGY 135 


pendence movement. The astonished Chiang realized that something 
must be done urgently. With “national security” as a perfect justifica- 
tion, his son Ching-kuo ordered the arrest of nineteen key FLR mem- 
bers, including Thomas Liao, Peter Huang, and James Chen.® Although 
no immediate action was taken against Yang Zhaojia or Wu Sanlian, by 
the middle of May collaboration between the separatist FLR and K. C. 
Wu's provincial team had become little more than a fantasy. 

Less well known is that Chiang Kai-shek briefly contemplated 
total abandonment of the KMT party shortly after the Nationalist 
seat was moved to Taipei. In early January 1950, Chiang formed a 
study group, consisting of his most trusted advisors, to draft a plan for 
party reform. Exactly two years before, Chiang had criticized the KMT 
as “decrepit,” “degenerated,” and “lacking in spirit, in discipline, and in 
standards of right and wrong.” He concluded by saying that “this kind 
of party should long ago have been destroyed and swept away.”°° Now, 
in a meeting at Chiang’s reclusive resort at the Sun Moon Lake in cen- 
tral Taiwan, the attendees belatedly agreed that reforms within the 
KMT party were crucially necessary in order to rescue both the party 
and the state. Chiang’s advisors specified that, to attract more tal- 
ented people to serve and improve the party leadership, the reform 
timetable should stress the importance of the party being a new organi- 
zation, with new party guidelines, new demands, and new tasks.’ But 
Chiang’s original idea was far more drastic. Realizing that reform in 
the demoralized KMT mechanism was unpromising, he thought in- 
stead about building a new party, which he tentatively called the 
“China Democratic Revolutionary Party” (Zhongguo Minzhu Geming- 
dang), while the old KMT party would be allowed to continue. With 
such a dual device, Chiang thought of creating a favorable image by 
implementing a multiparty democracy in Taiwan, thus attracting wider 
support from both within and abroad. More realistically for the conve- 
nience of political maneuvering, Chiang could reconstruct his leader- 
ship in the new party, while rejecting the uncooperative KMT party 
veterans and clique members and placing his old rivals in the virtually 
defunct KMT party machine. 

During the first months of 1950, Chiang’s inability to effectively 
dominate the party and the state frustrated him immensely. Despite 
precarious military, diplomatic, and national security conditions, 
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intense arguments and bitter recriminations continued within the 
party and the government. The struggle between Chen Cheng and K. C. 
Wu over who should control overlapping provincial and state financial 
affairs remained unresolved even after Chiang had resumed the presi- 
dency. These disputes were followed by another bitter rivalry between 
the executive and legislative branches of the central government, when 
a group of legislators refused to approve an emergency bill that would 
give Premier Chen Cheng more authority to manage the crisis. The 
controversy led the angered Chiang, who was at his wit’s end, to re- 
proach his party members as being “rude and unreasonable.”® As the 
crisis on the island lingered on, more government officials and party 
members backed away from radical political reform, as they feared that 
the little power they still enjoyed might soon be transferred to other 
party members. Chiang was obliged to shelve party reform for the time 
being. 


MANAGING THE MAROONED MAINLAND FORCES 


During the first half of 1950, issues surrounding the management of 
the depleted Nationalist forces posed yet another grave challenge to the 
Taipei-based Nationalist authorities. In early 1950, two Nationalist 
army divisions totaling 30,000 under Hu Zongnan still held a small 
section of territory in the Sichuan-Xikang provincial border against 
280,000 local PLA troops. Meanwhile, a wide belt in southern Yunnan 
held by loyal Nationalist irregulars also remained beyond Communist 
control. Shortly after Chiang Kai-shek departed Chengdu, a Nationalist 
military field headquarters was set up in Xichang, where Chiang or- 
dered Hu to turn the area into an enduring base for guerilla operations 
in Southwest China.” To consolidate the defense of Xichang, Chiang 
planned to use Mengzi in southern Yunnan, then still under Nation- 
alist control as a transfer post, where the first batch of 50,000 gallons 
of fuel and other materiel was scheduled be airlifted to Xichang from 
Hainan Island. Meanwhile, Chiang also tried to use Claire Chennault’s 
Civil Air Transport to transfer the abundant tin ore in the Mengzi area 
out of Yunnan as revenue to subsidize Nationalist military activities 
on the mainland.’! To demonstrate his resolution in safeguarding 
Xichang to the end, Chiang sent his son Ching-kuo and other high- 
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ranking military staff on a dangerous inspection tour and to work out 
a feasible defense strategy, in which a military zone bordering Sichuan, 
Xikang, and Yunnan might be sustained.” 

Maintaining a presence in mainland China’s remotest southwestern 
corner was a daunting challenge, and this last-ditch effort eventually 
proved futile. But miraculously, despite extreme difficulty in obtaining 
supplies and logistic support from the outside world, the Xichang strong- 
hold lasted for three months. Despite the gallantry of their stance, the 
Nationalist remnants in Xichang were on their last legs by the end of 
March 1950. When the Communist-besieged Nationalist forces under 
Hu Zongnan were obliged to abandon their field headquarters, Hu in- 
structed his men to withdraw southward into West Yunnan and to join 
the local anti-Communist force under General Li Mi, a loyal KMT 
commander still struggling against the Nationalist-turned-Communist 
Yunnan provincial authorities.’ A large portion of Hu’s forces was 
wiped out halfway through the Xikang-Yunnan border; only about 400 
survivors managed to escape and retreat into the Shan State in northern 
Burma, where they were later joined by Li Mi’s remaining 2,000 men 
from Yunnan.” Li Mi’s irregulars in Burma, who constituted an ex- 
iled but rather unmanageable Nationalist force, became a flashpoint 
in East Asia’s Cold War theater in the years to come. 

The other Nationalist army in exile unexpectedly found its way 
to Vietnam. Between November and December 1949, Bai Chongxi’s 
forces were largely defeated and destroyed in Guangdong and Guangxi 
provinces, and only one army corps, totaling about 30,000 men under 
General Huang Jie’s command, survived and retreated to the Guangxi- 
Vietnam border. These Nationalists resisted fierce PLA attacks in the 
rear, while their representatives negotiated with the French at Chi-Ma, 
a Vietnam border post. An agreement reached on December 12 allowed 
the Nationalist forces to enter Vietnam, where they soon surrendered 
their arms and equipment. Shortly thereafter the disarmed soldiers 
moved from Chi-Ma to the shores of the Bay of Along near Haiphong.” 
In late January 1950, another 4,500 Nationalist troops under Li Mi in 
Yunnan fled the PLA and also moved into Vietnam, where they too were 
interned right away.” 

In Beijing, the newly inaugurated Chinese Communist regime re- 
alized the possibility of the Nationalist entry into Indochina, and Mao 
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Zedong was furious. On November 29, Zhou Enlai issued a warning 
to the French authorities in Vietnam, to the effect that any government 
offering refuge to the Nationalist forces would face consequences.” 
The French had every reason to worry about the Chinese Communists’ 
threat. Their outposts at Chi-Ma and other northern Vietnamese bor- 
ders had a garrison force of only one or two companies, while Zhou 
Enlai’s strong warning was supported by more than 50,000 PLA in 
Guangxi Province. Zhou’s warning greatly disturbed the French. For a 
while, around mid-January 1950, they considered returning the interned 
Nationalists to mainland China, a plan they never implemented.’”* In 
the summer of 1950, the Nationalists were transferred to Phu Quoc Is- 
land, about 15 miles off the southern coast of the Indochina Peninsula, 
awaiting eventual repatriation. The other 5,000 Nationalists from 
Yunnan were also relocated in Cam Ranh Bay in South Vietnam. It was 
not until the summer of 1953 that these disarmed and ragged Nation- 
alist soldiers were eventually sent to Taiwan.” 

The presence of these two exiled Nationalist military remnants in, 
respectively, Burma and Vietnam, despite enduring miserable condi- 
tions, had considerable political implications. For Chiang Kai-shek, 
as long as there were still traces of a Nationalist military presence in 
Asia, there remained a dim yet symbolic hope of reconquering the 
Chinese mainland. Shortly after Huang Jie’s men settled themselves 
near Haiphong, Bai Chongxi proposed to Chiang that his exiled soldiers 
in Vietnam be reorganized into a volunteer force to collaborate with 
Bao Dai’s regime against communism. Huang’s implication here was 
that this exiled Nationalist force might one day return to Southwest 
China.® In April 1950, General Li Mi, now appointed by Chiang as gov- 
ernor of Yunnan, proposed that two operation bases be set up on the 
Yunnan-Burma and Yunnan-Vietnam borders. Li urged that negotia- 
tions be opened with the governments of Thailand and Vietnam over 
the establishment of two liaison offices in Bangkok and Saigon to facili- 
tate his anti-Communist cause in Yunnan. While the Nationalist For- 
eign Ministry was reluctant to follow suit when considering Taipei’s 
already strained international position, it nevertheless suggested that 
an underground network be created under the cover of Taipei’s existing 
diplomatic posts in Bangkok and Saigon.*! After the outbreak of the 
Korean War, these two exiled Nationalist forces became an issue be- 
tween Taipei and Washington. 
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In Taipei, working out what was the best way to deal with the Na- 
tionalist authorities on Hainan Island had become a headache. In early 
March 1950, Bai Chongxi appealed to Chiang Kai-shek for financial aid 
to support his 90,000 surviving forces in the mountain areas of his 
home province of Guangxi, where they were carrying out small guer- 
rilla operations against the Communists. Although a reluctant Chiang 
verbally agreed to pay 100,000 silver dollars monthly to Bai’s remnant 
forces through the Hainan authorities, he realized that a decision had 
to be made about cutting support for Nationalist forces not under his 
direct command, a move that Taiwan’s financial crisis made urgent.* 

According to one U.S. confidential report, by early 1950 the total 
monthly budget for Nationalist military expenses was 38,530,000 silver 
dollars, of which the budget for the Southeast Military and Political 
Administration command area (including Taiwan, Hainan, Zhoushan, 
and other islands along China’s southeast coast) was 26,710,000 silver 
dollars. To sustain the Southeast military and political command, 
11,990,000 silver dollars would be contributed by the central govern- 
ment, while the remaining 14,720,000 silver dollars (roughly 42 million 
New Taiwan Dollars) would be the Taiwan provincial government’s re- 
sponsibility. As the provincial government’s revenues in 1949 fell short 
of its own civilian expenditures, and as K. C. Wu could not now raise 
more than 10,640,000 silver dollars monthly for military expenses, it 
was extremely difficult to see how the provincial authorities could 
meet this monthly contribution without resorting to inflationary mea- 
sures.® The account given by Ren Xianqun, K. C. Wu’s capable provin- 
cial finance commissioner, indicated that around February 1950, the 
gold reserve that Chiang Kai-shek brought from Shanghai was esti- 
mated at 850,000 ounces, and of which 200,000 ounces were ex- 
pended for military expenses monthly.*4 By the end of March, Chiang 
was so worried about the speedy depletion of Taiwan’s gold reserves 
that he ordered a ceiling on monthly military expenditure be fixed at 
23,000,000 silver dollars, well below the 38,530,000 silver ceiling in 
place at the beginning of 1950." 

Given such dire financial conditions, it is unsurprising that, in 
early March, the governor of Hainan, Chen Jitang, and the island’s mil- 
itary defense commander, Xue Yue, decided to fly to Taipei to ask for 
further aid, but Chiang dissuaded them from making the trip. Instead, 
Chiang sent his vice minister of economics to Hainan to deal with the 
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leaders on the island.*° In the meantime, when Chen Jitang’s Nation- 
alist 32nd Army stationed in Hainan planned to evacuate to Taiwan 
due to increasing difficulties in obtaining food and logistic support, 
Chiang categorically rejected the plan.*’ By early April 1950, it became 
evident that Chiang cared less and less about whether Hainan was lost 
or held, an observation that led Colonel David Barrett, U.S. military 
attaché in Taipei, to posit that “any U.S. money spent in Hainan in the 
near future would inevitably be lost, without even having purchased 
time.”8 What Chiang urgently needed now was an acceptable schedule 
and justification for giving up Hainan that would not further damage 
his government’s already weak prestige. Eventually a decision was 
made with the advice of Admiral Charles M. Cooke, who carried out 
a privatized U.S. policy toward Chiang and thus influenced Nationalist 
China’s vital national defense and security policy formulation in the 
darkest moments of Chiang and his crumbling regime. 


7 


U.S. Military and Security Policy 


Goes Underground 


IN JANUARY 1950, when Harry Truman and Dean Acheson publicly 
announced that Washington would not provide military assistance to 
safeguard Taiwan, few in the world doubted that Chiang Kai-shek’s po- 
litical career was doomed and that Mao Zedong’s forces would invade 
Taiwan and the island would perforce become part of the new People’s 
Republic of China. But in the meantime, in the United States, a group 
of politicians, businessmen, and serving and retired military officers, 
all staunchly pro-Chiang, had been busy exploring possible means to 
prevent Taiwan from falling to the Communists. Given Washington’s 
official stance of nonintervention in the unsettled Chinese civil war, 
efforts made by Chiang’s American supporters inadvertently led to a 
somewhat privatized policy toward the Nationalist government, unpre- 
cedented in China’s as well as in America’s recent history. 

A growing trend toward privatizing American policy toward Na- 
tionalist China became more discernable when, on November 7, 1949, 
William Pawley, the recently retired U.S. ambassador to Brazil and a 
core member of the China lobby, wrote to Dean Acheson suggesting 
that “a small group” of retired officers should be dispatched without 
delay to Taiwan as Chiang’s military advisors. Pawley specified in 
his letter that the total number in this group of advisors, including 
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additional civilian economic ones, should be 130 to 150, and he asked 
for the “approval or acquiescence” of the Truman administration. In- 
stead of refusing outright, the secretary of state replied that he did not 
object to a “limited number” of private American citizens going to 
Taiwan, if their services were contracted directly by the Nationalist 
government and if the United States took no part therein.* Although 
Acheson gave Pawley the “acquiescence” he requested, nothing sub- 
stantial followed. Around the time that General Zheng Jiemin visited 
the United States, there was a brief discussion about sending a military 
assistance group to Taipei. This idea was soon aborted because of the 
State Department’s reservations.’ 

After the Nationalist government moved to Taiwan in December 
1949, the island’s military security remained a crucial topic for political 
and military chiefs in Washington, who kept a wary eye on both the 
seemingly inevitable collapse of the ragged regime and an expected 
increase of the Communists’ military strength when they captured the 
Nationalist weaponry on the island. This is fully understandable. A top- 
secret State Department memorandum prepared in early 1950 provides a 
rare glimpse of Taiwan’s ammunition landscape at the critical juncture 
of its survival. In the fourteen months between November 1948 and 
early January 1950, the most significant items shipped to Taiwan from 
the United States included 137,200 rifles, 7,060 machine guns, 200 motor 
carriages, 20 AT-6 aircraft, 77,189,000 rounds of shells and ammunition, 
70,000 rounds of rockets, and 17,900 bombs of various categories. This 
confidential investigative report went on to suggest that the Nationalist 
government was able to procure 30 Sherman tanks from Britain, 1,000 
tons of small arms munitions from Spain, 81,000,000 rounds of ammu- 
nition from Canada, and 25,000,000 rounds of ammunition, 41,000 
rifles, and 600 machine guns from Belgium. Meanwhile, there were 100 
each of scout cars, armored cars, and light tanks waiting to be shipped 
to Taiwan from Philadelphia; they ultimately reached the island in 
late March 1950.° 

While many in Washington were convinced that the Nationalists 
had enough to defend their island base, others, specifically those at the 
SCAP headquarters in Tokyo, believed more should be done to rescue 
Chiang Kai-shek. In late January 1950, apparently with the tacit ap- 
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proval of General MacArthur, whose changed perception of Chiang is 
discussed later, two high-ranking SCAP intelligence officers surrepti- 
tiously arrived in Taipei. There they met Chiang Kai-shek, K. C. Wu, 
and other Nationalist high officials. According to the SCAP headquar- 
ters, the purpose of their visit was to “inspect future sites for radar 
stations” to be established in Taiwan.® Chiang seized the opportunity 
and urged Tokyo to assist Taiwan with the island’s weak air defense. 
In addition to enhancing Taiwan’s air defense and the possible instal- 
lation of radar stations, Chiang also discussed with the two SCAP 
intelligence officers the practicality of establishing secret bases of 
operations in South Korea.’ 

Despite the professed technical nature of the meeting, the presence 
of the two military officers in Taipei immediately aroused serious con- 
cerns among State Department bureaucrats, who worried that the “in- 
spection tour” contravened decisions enunciated by Truman and 
Acheson. Robert Strong bitterly complained to Dean Acheson that the 
SCAP officers failed to inform him of their arrival and the purpose of 
their visit, and they failed to keep their appointment to see him in the 
embassy. They made all the appointments with Nationalist ranking 
officials, including Chiang Kai-shek, on their own, which fostered the 
impression of division among U.S. government agencies. More seri- 
ously, they had created in Nationalist Chinese minds “erroneous 
ideas of what to expect” from the Americans.’ The State Department 
also worried that the Nationalists in Taiwan would ask the two offi- 
cers for advice on the maintenance and operation of these radar sta- 
tions, and the press would interpret the visit as further evidence of 
American assistance.’ In September 1950, when Major Henry Vander- 
puyl, one of the two SCAP military officers who flew to Taiwan, was 
found engaging in a security breach by disclosing the substance of a 
classified U.S. Embassy telegram to Chiang Kai-shek’s military repre- 
sentative in Tokyo, the State Department took that as a chance to fight 
back.!° In the spring of 1951, at the request of Assistant Secretary 
of State Dean Rusk, the Defense Department ordered the removal of 
Major Vanderpuyl from all contact with intelligence work involving 
Chinese affairs and transferred him to a “technical bombing group as- 
signment,” where he no longer dealt with Taiwanese matters.!! 
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CHARLES COOKE’S HOUR IN TAIWAN 


Despite the State Department’s grave concerns that Taiwan’s fall to the 
Communists was inescapable, MacArthur and other staunch KMT 
supporters in the U.S. military establishment were determined to 
act on their own. On February 11, about ten days after the two SCAP 
intelligence officers’ visit to Taipei, Charles M. Cooke, former com- 
mander of U.S. naval forces in the Far East who was now accredited as 
a correspondent for the International News Service, followed suit. Ac- 
companying Cooke was Millard P. Goodfellow, former deputy director 
of the Office of Strategic Services, who had served in Korea shortly after 
World War II and maintained close relations with the Korean govern- 
ment, SCAP, and military authorities on Okinawa. As newly released 
Chinese documents reveal, their trip to Taipei was apparently arranged 
by SCAP headquarters with MacArthur’s approval.!2 Meanwhile, the 
State Department and the U.S. Embassy in Taipei were kept in the dark. 
They were told that the purpose of Cooke and Goodfellow’s visit to 
Taiwan was to conduct private business, including “selling fertilizer”; 
Cooke and Goodfellow’s actual activities in Taipei were never made 
known either to the State Department in Washington or to American 
diplomats in Taipei.'* 

In Taiwan, Charles Cooke surely had business other than selling 
fertilizer. Chiang Kai-shek and Cooke were old acquaintances. In early 
1946, when Cooke took command of the Seventh Fleet, he maintained 
very close working relationships with top Nationalist leaders such as 
Chiang and his spymaster Dai Li. Cooke was also a keen advocate of 
establishing an American naval advisory group in China to counteract 
Soviet influence in postwar East Asia.!* Toward the last months of 1948, 
when the Nationalists looked like they were losing the civil war, Cooke 
remained keen to maintain a U.S. naval presence on the Chinese main- 
land, urging that American military assistance be given to Chiang’s 
regime at all costs. His strong pro-KMT tendencies got him into trouble 
with other U.S. military chiefs like George Marshall.!5 

Cooke won Chiang Kai-shek’s confidence soon after arriving in 
Taiwan in February 1950. This is understandable, because during that 
time Chiang found it almost impossible to trust any of his own military 
and political subordinates. Shortly after Chiang resumed the presidency 
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7.1 Charles M. Cooke (second from left) meets with a group of Nationalist Chinese 
military officials, ca. 1950. (Courtesy Jane Engert, Charles M. Cooke Papers, Hoover 
Institution Archives) 


in Taipei, Cooke was invited to attend regular, top-level military con- 
ferences in the president’s office.'° Apparently, Chiang hoped anew for 
military aid from the United States or elsewhere through back chan- 
nels associated with Cooke’s personal network. 

Charles Cooke’s first priority was to revive the plan of dispatching 
a U.S. military advisory group to Taiwan, whether in an official or un- 
official capacity. Cooke’s ally William Pawley had tried but failed to 
secure final approval from Washington for this much-discussed plan, 
but now the retired admiral wanted to revive it. In March 1950, Cooke 
worked out a draft contract, in which he proposed the formation of a 
“Special Technician Program” (STP) nominally under the supervision 
of the New York-based Commerce International China, Inc. (CIC}, a 
subsidiary of the World Commerce Corporation chaired by S. G. 
Fassoulis, another powerful figure in the China lobby.” The World 
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Commerce Corporation was an enigma. It was a commercial firm 
backed by leading American capitalists like Nelson Rockefeller, but 
was also covertly supported by former intelligence chiefs like William 
Donovan, founder of the Office of Strategic Services. The CIC’s complex 
pedigree thus imbued the STP with political intrigue from its incep- 
tion.!8 As Cooke admitted later in a congressional hearing in October 
1951, he never received any governmental authorization for the STP, nor 
for any of the several related underground activities undertaken through 
these ostensibly commercial firms.” 

Chiang Kai-shek embraced Charles Cooke’s proposal without hesi- 
tation. It should be mentioned, however, that during the first months 
of 1950, Cooke was not the sole figure seeking to render “technical as- 
sistance” to the “abandoned” Nationalists in Taiwan. In a top-secret 
memorandum to Cooke, Chiang revealed that, since late 1949, around 
5,000 Americans had applied at the Nationalist Chinese Embassy in 
Washington and other Chinese government agencies to volunteer their 
services in fighting the Chinese Communists. Noticeably, a retired col- 
onel named Irving Short, who claimed to have strong connections 
with core members of the China lobby like Alfred Kohlberg and Sen- 
ator William Knowland, was particularly eager to form a volunteer 
group to assist Chiang’s anti-Communist cause. Short informed Taipei 
that a survey group of up to five veteran U.S. naval and military offi- 
cers would soon visit Taiwan. Once a satisfactory survey was con- 
cluded, an American volunteer group would be established. Funded by 
American contributors, it would provide the Nationalists with moral 
support and military and technical advice.”° 

Before visiting Taipei, Irving Short met with S. G. Fassoulis in New 
York and was introduced to a group of Chiang Kai-shek’s staunch sup- 
porters. According to Short, his proposal of organizing a volunteer group 
was met with favor not only among Chiang’s American supporters, but 
also among prominent military figures such as General Hoyt Vanden- 
berg. In New York, Fassoulis invited Short to join the CIC’s secret activi- 
ties in Taiwan. But back in Taiwan, Charles Cooke apparently saw Short 
as a potential competitor to his own newly launched cause. During his 
stay in Taipei in early April 1950, Short was treated coldly by Cooke and 
his associates, who not only bad-mouthed him, but also refused to cover 
his travel expenses (as promised by Fassoulis). After Short returned to 
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the United States, he retaliated by revealing the CIC’s secret business 
in Taiwan to the State Department, but it stirred no response from 
Washington’s diplomatic bureaucrats.”! 

On behalf of Chiang Kai-shek and the Nationalist government, Gen- 
eral Jiang Biao and the Board of Supplies of the Executive Yuan under 
him served as the key liaisons for Cooke’s highly sensitive program. 
On April 4, 1950, Jiang and Cooke reached a consensus on the STP: 
Thirty-one American “special technicians,” including one “coordinator,” 
would be recruited to serve in Taiwan. The annual budget for the special 
technicians was set at $396,000. Meanwhile, Cooke was authorized to 
use the money that the Nationalist government had deposited in an 
unidentified “joint account revolving fund” in Los Angeles to defray all 
the STP’s expenses.”? A week later, the Board of Supplies and the CIC 
signed a further agreement in Taipei, which would be renewed every 
six months. 

The STP’s inception marked the start of a new phase of Nationalist 
military reconfiguration on Taiwan. On Chiang Kai-shek’s instruc- 
tions, new “offices of technical advisors” were duly established in the 
Nationalist army, navy, and air force headquarters. These technicians, 
who started arriving in Taiwan in mid-March, began to advise, if not 
supervise, the demoralized Nationalist troops’ training, reforming, and 
other related activities on the island. Their responsibilities also in- 
cluded evaluating the capabilities of higher-ranking Nationalist mili- 
tary officers, and reporting these to Chiang.” As the coordinator of the 
STP, and now fully entrusted by Chiang, Cooke became so powerful 
and influential a figure that, before long, many leading Nationalist mil- 
itary chiefs began to take a hostile attitude toward him. 

With the STP on the way, Charles Cooke seemed momentarily to 
have demonstrated his ability to improve the Nationalists’ military 
and security position. On the same day that the STP contract was 
signed in Taipei, Cooke, in his dual capacity as a retired admiral and 
a U.S. news correspondent in Taiwan, wrote to Senator William Know- 
land asking that a substantial portion of the U.S. military surplus al- 
located to the Philippines be transferred to Taiwan. He argued that the 
Nationalists were in urgent need of at least 300 planes to secure their 
air superiority in the Taiwan Strait and defend the islands still under 
their control. Cooke claimed that providing these planes would go a 
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long way toward saving America’s deteriorating position in the Far 
East.*4 

As a matter of fact, in March 1950, before the China lobby could 
assist in helping to transfer the aforementioned military surplus to 
Taiwan, Cooke and the CIC had surreptitiously purchased a consider- 
able amount of munitions from the Philippines on behalf of the Na- 
tionalists. The items purchased included aircraft spare parts valued at 
$8 million, 300 cases of radar equipment, and 100 tracked landing ve- 
hicles (LVT). At Cooke’s request, a large portion of the ammunition was 
assigned to supplement General Sun Liren’s divisions.” Rumor also 
had it that CIC agents in Manila were meanwhile purchasing an addi- 
tional 426 surplus tanks to be shipped to Taiwan.”° The Nationalists’ 
acquisition of such a huge number of surplus tanks disturbed politi- 
cians at both the State Department and the British Foreign Office, who 
worried that these heavy weapons could fall into the hands of the 
Chinese Communists should Taiwan be captured, thus posing a threat 
to the West. In the end, the alleged 426 surplus tanks never made it to 
Taiwan.” 

In the meantime, Cooke also managed to purchase at least 70,400 
barrels of gasoline on behalf of the Nationalist government from 
agents in San Francisco and elsewhere in the United States. The lack 
of sufficient gasoline had gravely threatened Nationalist military 
defense operations. However, the gasoline deal alarmed Washington 
considerably. In an internally circulated memorandum, Defense De- 
partment officials expressed concern that “third parties” were ordering 
gasoline for the Chinese Nationalists. Although no actions were taken 
to stop the deal, the defense chiefs argued that the U.S. security interest 
“lies in making sure it [gasoline] reaches its proper destination. ”?8 

In early April 1950, Cooke helped Taiwan obtain 23,000 rounds of 
shells from Yokosuka, a U.S. naval base in Japan, at a time when the 
Nationalists desperately needed ammunition to defend their precarious 
offshore bases. Cooke exercised his influence in Washington and Tokyo 
to acquire this timely batch of surplus ammunition at a preferential 
price.” Later on, he continued his venture for the Nationalists and the 
CIC. In late April 1950, Cooke wrote to senior officials in Washing- 
ton’s military establishment, including Chief of Naval Operations 
Admiral Forrest Sherman, urging them to transfer twenty-seven frigate 
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7.2 Charles M. Cooke (right) with General Sun Liren (middle) at a military 
base in southern Taiwan, ca. 1950. (Courtesy Jane Engert, Charles M. Cooke 
Papers, Hoover Institution Archives) 


boats and landing ship tanks (LST) at Yokosuka, all of which were con- 
sidered postwar surplus, to the Nationalist government under a provi- 
sion of the 1947 Public Law 512, which authorized the transfer of vessels 
to the Chinese Navy not to exceed 271 in number.*° At one point, before 
the Korean War was declared, the STP in Taiwan went to such an ex- 
tent that anything relating to possible aid to the Nationalist regime 
would automatically be associated with Cooke. One such incredible 
example took place in May 1950, when rumors were circulating that, 
with Cooke’s assistance, an international air brigade consisting of 
volunteers from the United States and Israel would soon be formed in 
Taiwan.?*! 

The idea of an international air brigade could well have been floated 
by Cooke, despite the fact that his expertise and priority was the navy, 
not the air force. In mid-June, an energetic Cooke flew to Japan to try 
to persuade the SCAP authorities to release to the Nationalist govern- 
ment at least a dozen of these twenty-seven vessels and to equip them 
with ammunition. This time Cooke was rebuffed; although naval of- 
ficials like Forrest Sherman shared Cooke’s view, public opinion around 
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the world went against SCAP releasing these ships to the Nationalists, 
who had within the preceding fortnight lost the Zhoushan Islands off 
Zhejiang Province, and Hainan Island at the south end of China. 

Chiang Kai-shek’s deep reliance on Cooke even allowed the retired 
admiral to change the Nationalists’ secret ammunition procurement 
program in the United States. In early June 1950, Chiang’s military 
mission in Washington was trying to spend the $1.8 million remaining 
in the Chinese Military Aid Fund on 160,000 rounds of antiaircraft am- 
munition and one million rounds of 0.45 caliber ammunition. On 
hearing this, Cooke and his STP staff immediately advised Chiang to 
instruct his mission to purchase .30- and .50-caliber ammunition instead, 
as well as 3-inch ammunition for the Navy, which Cooke believed was 
more urgently required for Taiwan’s military defense.** Chiang agreed, 
but his military staff in Washington initially refused to cooperate with 
the CIC. Before long, it transpired that the Nationalist military mis- 
sion in Washington was incapable of procuring any munitions what- 
soever without the help of the CIC.*4 


PRIVATE INFLUENCE ON NATIONALIST STATE POLICY 


One of Charles Cooke’s defining roles on Taiwan was privatizing the 
Nationalist government’s military and security policies in a critical pe- 
riod surrounding the Korean War. On April 27, 1950, Chiang Kai-shek 
brought Cooke with him to conduct a risk-loaded inspection tour on 
the Zhoushan Islands. Chiang and most of his senior military advisors 
had long held that Zhoushan was strategically vital to the defense of 
Taiwan. A Nationalist military presence on the islands not only posed 
a threat to the Communists around Shanghai, but might also deter the 
PLA from moving southward by sea. Since the spring of 1949, Chiang’s 
loyal officers had spent money and energy fortifying Zhoushan. A new 
airfield had recently been built, and infrastructure such as radio masts 
were being completed.** To demonstrate the Nationalist determina- 
tion to hold Zhoushan, a huge number of troops were being deployed 
on the islands; by April 1950, about 130,000 troops were stationed 
on the 502-square-kilometer islands, and further reinforcements were 
being considered.*° 
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7.3 Dinghai, the administrative center of Zhoushan, before the Nationalists 
withdrew from the islands, ca. April 1950. (Courtesy Jane Engert, Charles M. 
Cooke Papers, Hoover Institution Archives) 


After inspecting Zhoushan, Cooke made a bold suggestion: With- 
draw the Nationalist troops and abandon the islands altogether. His 
rationale was straightforward: The latest intelligence report indicated 
that the Communists’ airfields in the Shanghai-Hangzhou military re- 
gion had been fitted with radar and modern antiaircraft batteries; Soviet 
jet planes flown by Soviet pilots were operating there. The Nationalists 
had only two airfields on the Zhoushan Islands, with inadequate radar 
equipment and no antiaircraft batteries.?” To Cooke, the Communist 
sea and air superiority in the Zhoushan area was very evident. Conse- 
quently, the islands could no longer function as a base for Nationalist air 
operations, leaving no reason for the Nationalists to retain the islands. 
Cooke further warned that despite the adverse affect on the National- 
ists’ morale, they should withdraw immediately and not later than 
June 1, 1950, by which time good weather would allow the PLA to 
mobilize their air power.** In the meantime, rumor had it that Cooke 
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not only recommended the Nationalists withdraw from Zhoushan, 
but he also pledged that the U.S. Seventh Fleet would patrol the Taiwan 
Strait thereafter.°* 

Predictably, Chiang’s military advisors unanimously opposed the 
abandonment of Zhoushan. They argued that the loss of the islands 
would damage Taiwan’s defense capability in the north, and strike a 
decisive blow to Nationalist morale and prestige.*° Chiang’s military 
chiefs were so outraged by Cooke’s proposal that they frequently lost 
their tempers, turning bitterly hostile against Cooke when he was 
present in military meetings. They also privately directed their fury 
at Chiang, criticizing him for being taken in by a foreigner, and ac- 
cusing him of cowardice for wanting to withdraw from the vicinity of 
the Yangtze Delta without any shots being fired.*! Despite such vehe- 
ment opposition from his military staff, Chiang decided to take Cooke’s 
advice, and, on the morning of May to, he ordered the retreat of the 
Nationalist forces. On Cooke’s suggestion, Chiang assigned a reluctant 
Admiral Gui Yongqing, then commander in chief of the Nationalist 
Navy, to make the journey to Zhoushan, which was considered excep- 
tionally dangerous, and to coordinate the evacuation on site, lest tur- 
moil and disorder ensue. On May 16, 150,000 Nationalist troops and 
civilians, along with a large quantity of munitions and materiel, safely 
reached Keelung without encountering Communist forces. 

Charles Cooke played a somewhat different but equally crucial 
role in the Nationalist final retreat from the Hainan Island. In early 
March 1950, without much resistance, the Hainan Nationalists with- 
drew their naval forces from a small yet strategic isle west of the 
Leizhou Peninsula in the Tonkin Gulf called Weizhou Island. The 
abandonment did not invite much attention. Given Weizhou’s useful 
location for monitoring the Communists in southern Guangdong, how- 
ever, the loss of this isle was not a good omen for Hainan’s defense.** 
In mid-April 1950, shortly after the Communists’ rudimentary success 
in landing on northern Hainan, Governor Chen Jitang hastily flew to 
Taipei to discuss the island’s last defense with Chiang. Chiang made 
it plain that he would not use extra resources to strengthen the Hainan 
forces.*4 Taipei's decision deeply irritated the Hainan Nationalists. On 
April 25, three days after the Communists captured Haikou, an Asso- 
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ciated Press news release quoted local authorities as saying that 
Chiang Kai-shek had no intention to defend Hainan for fear that local 
military leaders would grow stronger and turn their backs on him.“ 
The news greatly enraged Chiang, who fretted that such messages 
could only further damage the Nationalist government’s public image.*® 

In the midst of tension between the two Nationalist authorities on 
their respective island realms, Chiang sent Cooke to Hainan to verify 
the situation. Cooke reached Haikou on April 20, only to witness the 
fall of this important stronghold. According to his subsequent confi- 
dential report to General MacArthur, the Nationalist troops on Hainan 
under General Xue Yue were “thrown in piecemeal and defeated in 
piecemeal.” When Cooke arrived in Haikou, Xue first informed him 
that about 4,000 Communists had surrendered to him at the beach- 
head, but he had decided not to annihilate them. Yet Cooke had reason 
to believe that the Communists were actually waiting for reinforce- 
ments and supplies; unwittingly, Xue had granted them this respite. 
General Xue refused to believe this, but Cooke proved to be right: When 
fighting resumed later that evening, the Nationalists were roundly 
defeated.“ 

The loss of Haikou triggered the eventual abandonment of Hainan. 
Immediately after returning to Taipei, on April 23 Cooke prepared a 
memorandum for Chiang Kai-shek. Based on his personal experience 
on the island, Cooke argued that the Communists had established 
strong batteries on the southern tip of Leizhou Peninsula well before 
the invasion of Hainan. These batteries appeared to be radar-controlled, 
manned by expert gunners, and fitted with influence (proximity) fuses, 
a U.S. Navy development not available to any other country until the 
end of World War II. Cooke posited that the Soviets were manufacturing 
these fuses and supplying them to the Chinese Communists for use in 
antiaircraft batteries. He concluded that, as the Communists now oc- 
cupied the northern coast of Hainan Island, the Nationalist naval forces 
could no longer control the Leizhou Strait, nor could they keep the 
Communists from moving southward.** Cooke’s memorandum was 
the last straw: Chiang gave the order to evacuate Hainan. On May 2, 
about 50,000 troops safely retreated with their ammunition and mate- 
riel to Taiwan, now the Nationalist government’s sole territorial base. 


154 ACCIDENTAL STATE 


BRIDGING TAIPEI AND THE SCAP 


The loss of Hainan and Zhoushan, albeit voluntarily, within a fortnight 
of one another, posed a grave crisis of confidence to the Taipei-based 
Nationalist authorities. The fall of the two island strongholds and the 
resultant further shrinking of Nationalist territorial domain struck a 
blow not only to the prestige of Chiang Kai-shek and his “Free China,” 
but also to the faith of Chiang’s ardent supporters in the United States.*” 
William Knowland and Walter Judd, Chiang’s most powerful allies in 
Congress, informed Cooke that the fall of these offshore outposts had 
made it difficult to solicit support for Taiwan.°° When Knowland 
learned that, contrary to widespread news reports, the Nationalists ac- 
tually had limited loss of their troops and materiel during the evacua- 
tion operations, he informed Cooke that even a photograph showing 
Nationalist troops disembarking in Keelung would facilitate his lob- 
bying efforts in Congress.*! 

The loss of Zhoushan and Hainan in the spring of 1950 also deep- 
ened the belief of American diplomatic representatives in Taipei that 
Chiang Kai-shek would never survive. They meanwhile predicted that 
the seat of the Nationalist government might soon be forced to go into 
exile, perhaps to Manila or to Seoul.** On May 22, the Consulate Gen- 
eral issued a public letter to the American citizens in Taiwan, stating 
that the recent military developments along the China coast made it 
appear possible that hostilities might spread to points hitherto peaceful, 
with the result that normal transportation facilities in Taiwan might 
be disrupted. The Consulate General therefore urged American citi- 
zens without a compelling reason to stay to consider leaving Taiwan 
while normal transportation facilities remained available.* Privately, 
military attachés in the embassy estimated that the invasion of the is- 
land would occur sometime between June 15 and the end of July, and 
accordingly advised Washington to cut official personnel on the island 
to aminimum by mid-June, leaving only two military officers for evac- 
uation at last moment. The proliferation of rumors that Washington 
would soon shut its consular post in Taipei caused panic among almost 
every Nationalist high-ranking official on the island. On returning to 
the United States from a recent trip to Taiwan, General Claire Chen- 
nault, in a personal letter to William Knowland, told the senator that 


U.S. POLICY GOES UNDERGROUND 155 


it was “most unfortunate” to witness a desperate situation with the 
steady decline of both Nationalist morale and courage.*° 

In these darkest moments of the Nationalist rule in Taiwan, Chiang 
Kai-shek depended on very few but Charles Cooke. To dispel prevailing 
rumors that the Nationalists had surrendered Hainan and Zhoushan 
to the Communists without the slightest struggle, Cooke wrote to top 
figures in Washington, including Defense Secretary Louis Johnson, to 
clarify and to solicit their support for Taiwan.*° Despite witnessing the 
Nationalists’ poor military performance at Hainan, Cooke defended 
Chiang’s position by arguing that the loss of the island actually assisted 
the defense of Taiwan, as a heavy economic and military load on 
Taiwan was now substantially lifted.*’ He also justified the withdrawal 
from Hainan as Chiang’s “deliberate strategy” to draw worldwide at- 
tention on the deepening crisis in the Far East as well as the rapid spread 
of communism in this region.** 

Cooke was even ready to fight with his fellow Americans in Taipei. 
To clarify rumors regarding the American position on Taiwan, on 
May 19, 1950, Cooke arranged an informal meeting with the chief U.S. 
military attachés in Taipei, including Major James Gault, Colonel David 
Barrett, and Colonel John Gabbert. Based on his personal experience in 
Hainan and Zhoushan, Cooke rejected the military attachés’ claim that 
the evacuations had disastrously left thousands of Nationalist troops 
and precious matériel to the Communists. Cooke also questioned the 
biased and unfair reporting on the fate of Taiwan. He embarrassed the 
attachés by revealing that an informant had told him an “unofficial 
poll” among American consular personnel and military attachés had 
recently given July 15 as the expected date of Taiwan’s fall, which these 
officers admitted to be true. Cooke bitterly tongue-lashed the way in 
which such guesswork had become the basis for an official report sub- 
mitted to Washington and thereby the formal justification for evacu- 
ating American citizens from Taiwan. In order to clear the air with U.S. 
policy planners, Cooke sent a quick memorandum about his informal 
meeting to Nationalist supporters in Washington and Tokyo, including 
General MacArthur and Walter Judd.® Cooke’s “enthusiasms” in 
turn invited sarcasm from embassy personnel, who looked on with 
cold indifference. On May 26, 1950, Robert Strong wrote to his superior 
at Foggy Bottom, saying “Cooke is now more or less openly heading 
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up planning for all Chinese forces, but whether he can achieve the 
necessary in a short time seems doubtful.” Strong went on by ques- 
tioning whether Cooke had the power to “boost morale, prevent sub- 
version, straighten out the command structure, improve coordination 
and communication, prevent economic deterioration etc.” 

But Cooke simply refused to pause. While the whole world was spec- 
ulating that Taiwan’s collapse was imminent, following that of Hainan 
and Zhoushan, Chiang Kai-shek entrusted Cooke to be a reliable bridge 
between his near-bankrupt regime and General MacArthur’s SCAP 
headquarters. Currently available archival materials suggest that, be- 
fore the outbreak of the Korean War, Cooke flew to Tokyo to meet with 
MacArthur as Chiang’s personal messenger on April 10, May 24, and 
June 16. These visits greatly strengthened the link between Taipei and 
the SCAP, and were critical to the survival of Chiang’s regime in 
Taiwan. 

Before his first visit to Tokyo in April 1950, Cooke drafted a per- 
sonal letter to MacArthur on behalf of Chiang Kai-shek, in which he 
broached three key points relating to Taiwan’s security issues. First, 
the letter sought MacArthur’s opinion on whether, if the Nationalists’ 
air and naval power remained sufficiently superior, they should mount 
large-scale raids against the Communist mainland in support of Na- 
tionalist guerrillas. This would demonstrate the might of the Nation- 
alist military in Taiwan. Second, if the Nationalists were unable to 
mount large-scale raids by air and sea, how long did the SCAP believe 
the Nationalist guerrilla activities on the mainland could continue? Fi- 
nally, given the resources available to them, how long could the Nation- 
alists sustain their military workload without a serious breakdown? 
The implication here is that Cooke had advised Chiang to seek the 
SCAP’s continued military support regardless of changes in Washing- 
ton’s Far Eastern policy.®! Cooke’s new role as Chiang’s messenger 
played a positive role in reviving MacArthur’s support for the National- 
ists. Instead of discrediting Chiang and his regime, which MacArthur 
had done in the fall of 1949, the general now openly claimed that if 
Chiang “has horns and a tail, so long as he is anti-Communist, we 
should help him.” 

In his second meeting with MacArthur, on May 24, 1950, Cooke 
gave a firsthand description of the situation on Taiwan. He accused 
American diplomatic personnel in Taipei of providing Washington 
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with inaccurate reports on the situation in Taiwan, and he tried his 
best to clear away the misconceptions of the SCAP officials. Cooke also 
took this opportunity to explain that abandoning Zhoushan and 
Hainan had actually been in the interest of Taiwan, urging MacArthur 
and his staff to be firm about Chiang.ć? Persuaded by Cooke’s personal 
experience on Taiwan and the two offshore islands, MacArthur sent a 
memorandum to the Joint Chiefs of Staff on May 29, in which he em- 
phasized that the problem of Taiwan had become urgent, as Sino-Soviet 
cooperation in the Shanghai area had come to his attention, and that 
Soviet jets had been sent to the Chinese Communists’ air force. If So- 
viet forces could use Taiwan, the general argued, the Malay-Philippine- 
Japan shipping lanes could be cut, leaving Japan isolated: 


In the event of war between the United States and the USSR, Formosa’s 
value to the Communists is the equivalent of an unsinkable aircraft 
carrier and submarine tender, ideally located to accomplish Soviet 
strategy as well as to checkmate the offensive capabilities of the cen- 
tral and southern positions of the Far East Command front line.‘* 


A COUP AGAINST CHIANG? 


Cooke’s third trip to Tokyo took place at a very crucial moment, when 
the likelihood of Chiang Kai-shek’s political survival in Taiwan was 
rapidly diminishing. Contemporary rumor had it that, given a hope- 
less landscape, Chiang was willing to relinquish his authority over 
Taiwan provided that the United States did not abandon the island. Ac- 
cording to Robert Accinelli, around early June 1950, Chiang Kai-shek 
conveyed a personal message to President Truman via Karl W. V. Nix, 
an Ohio businessman and family acquaintance who had recently held a 
private interview with the Nationalist leader. In the message Chiang 
acknowledged his “past mistakes” and stated that if the president 
would send someone to Taiwan who would not dishonor him, he would 
do anything Truman asked of him, including abdication.® A piece of 
the State Department record also suggests that, on June 26, 1950, 
Truman disclosed to his subordinates that he had had a private letter 
from Chiang about a month before, “to the effect that the Gimo might 
step out of the situation if that would help.” The president further 
thought that Chiang “might step out if MacArthur were put in.”66 
Chiang’s personal diary indicates that his meeting with Nix actually 
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took place on May 24, not in early June. Chiang, however, gave no fur- 
ther details about their conversation, nor anything more about his 
stepping down.“ 

Chiang’s personal message to Truman, if it existed, was by no means 
coincident. On March 3, 1950, a highly sensitive course of action 
about China and Taiwan was discussed in Dean Acheson’s office. In 
this meeting, top brass in the State Department contemplated the fol- 
lowing points: 


1) The United States should not recognize the government on 
Taiwan as the ultimate solution; 

2) The United States should no longer recognize the government 
on Taiwan as the government of China but would maintain 
de facto relations with the provincial government of Taiwan; 

3) The United States had viewed Taiwan as part of China. 
However, if steps should be taken spontaneously to establish 
an independent regime of Taiwan separate from China, the 
United States would have to determine its attitude in the light 
of developments as they occurred; and 

4) The United States would view with disfavor and would have 
to reconsider its attitude if an assault were made on Taiwan. 


The conference attendees admitted that the proposed course of action 
was directed toward encouraging the formation of a “more satisfactory 
regime” on Taiwan, and the creation of a Taiwan independent of China. 
But Acheson’s top aides were uncertain whether any of this was fea- 
sible, as the points raised “would probably set off a train of events [on 
the island] while exercising no control over the end results.” For ex- 
ample, they found it hard to imagine that, while Washington main- 
tained de facto relations with the Taiwan provincial government, that 
government actually did not control the military force on the island, 
whereas Governor K. C. Wu had little influence in military affairs. Fur- 
ther, if Washington continued to supply arms to the regime on Taiwan 
after the withdrawal of recognition of it as the government of China, 
the United States would be subjected to widespread attacks in the 
United Nations and other international bodies. In the meantime, top 
State Department chiefs predicted that any active steps taken by Wash- 
ington to influence regime changes would commit the United States 
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to supporting the new regime on Taiwan. Thus, no conclusion was 
reached after the meeting.®® 

Nothing happened until April 27, when Paul Nitze, who directed 
the State Department’s policy planning, told Dean Acheson that he 
and John Foster Dulles, Acheson’s new consultant on foreign affairs, 
had some “very interesting ideas on Formosa,” adding that he and Dean 
Rusk would “look further into the matter.” The outcome of this in- 
vestigation was a bold “hypothetical” plan, brought forth by Nitze on 
May 3, to remove Chiang. As Nitze saw it, a successful coup could be 
launched by the much-favored Sun Liren, who in a secret message to 
Dean Rusk had “confided” that he was ready to “assume full military 
control” by proposing to depose Chiang and that he would also elimi- 
nate from power “all prominent members of the KMT” on the island. 
The United States could then throw its weight behind Sun and orga- 
nize an effective defense of the island, while fomenting resistance on 
the Chinese mainland.” 

Doubtlessly, something unusual was brewing. Three weeks later, on 
May 30, Rusk, Nitze, Philip C. Jessup, Livingston Merchant, and Philip 
Sprouse met to discuss Nitze’s draft plan and to explore “various possi- 
bilities in the Formosan move.” The attendees predicted that the Rus- 
sians might well welcome a partial commitment of U.S. forces to the 
protection of Taiwan after Chiang Kai-shek was removed, as this would 
give Moscow an opportunity to push the Chinese Communists into a 
clash with the United States, aided probably by direct if unidentifiable 
Soviet support such as with submarines.’! The attendees also scrupu- 
lously formulated several possible options and integrated them into 
an official memorandum, submitted by Rusk to Acheson on June 9g. 
The key points were that Chiang Kai-shek should be approached, 
probably by John Foster Dulles, during his upcoming trip to Japan 
around mid-June, with the following message: In its current state, For- 
mosa was bound to fall; the United States would do nothing to assist 
Chiang in preventing this; and the only course by which Chiang could 
prevent bloodshed was to request UN trusteeship.”” 

There is no evidence that Acheson ever responded to Rusk’s memo- 
randum. But a week later, on June 15, in another top-secret memo- 
randum, the State Department upper echelons further delineated pro- 
cedures to implement the aforementioned course of action. Putting it 
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concisely, Washington should inform General Sun Liren in the strictest 
confidence through a private emissary that the U.S. government was 
prepared to furnish him the necessary military aid and advice in the 
event that he wished to stage a coup d’état and establish military con- 
trol over Taiwan. Sun should be given ample funds, which might run 
into several million dollars, to assist him in buying over other Na- 
tionalist commanders necessary to such an undertaking. Sun should 
also be given firm assurance of whatever additional funds he might 
need in this connection during the early stages of his governance. And 
Washington would be ready to arrange for the shipment from Guam 
or other nearby U.S. military bases of arms and ammunition neces- 
sary to meet Sun’s requirements during and/or immediately after 
the coup.” 

In the eyes of some strategists at Foggy Bottom, supporting Sun 
Liren to replace Chiang Kai-shek also had significant implications 
for U.S.-Communist Chinese relations. Were the United States to give 
Sun Liren military advice and assistance to the point where he was in a 
position to ensure a much more effective defense of Taiwan than would 
have been possible under Chiang, Sun would become a more important 
figure in relation to the scene on the Chinese mainland without the 
handicaps of Chiang and other discredited KMT leaders. In view of the 
many reports of dissatisfaction on the part of some of the PLA com- 
manders and the possibility of capitalizing on that dissatisfaction once 
Chiang was removed from the scene, Washington felt it was possible 
Sun, from a strong position in Taiwan, might be able to make some 
kind of deal with dissatisfied PLA generals that might result in a 
break in the Chinese Communist camp. Were such a result possible, 
the memorandum concluded, it would be infinitely more to the United 
States’ advantage than the mere denial of Taiwan to the Chinese 
Communists.” 

Meanwhile, key mass media also lost no time advocating Taiwan’s 
turnover to the United Nations. To rescue Taiwan from falling to the 
Communists without the shedding of blood, a piece of commentary 
published in the New York Times in the spring of 1950 argued that 
Chiang Kai-shek had to “act as a world statesman” by handing Taiwan 
over to the UN administration and leaving the island, not to act “as a 
Chinese military leader bent on a last-ditch resistance.” “By fighting 
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for it [Taiwan] with his inferior force and losing it to the enemy,” the 
commentary roared, Chiang was suicidally turning the island over to 
the Communists.” 

In the weeks after the May 30 meeting, Dean Rusk met secretly 
with some prestigious members of the Chinese community in the 
United States, including Hu Shi, China’s ambassador to Washington 
during World War II, whom Rusk hoped to enlist in the Sun Liren en- 
terprise and take the lead of administrative affairs after a new regime 
was formed in Taiwan.” A coup to remove Chiang seemed to be in the 
offing. Indeed, as Louis J. Fortier, a former assistant director for spe- 
cial operations of the central intelligence, wrote tactfully in a memo- 
randum in June 26, before war had erupted in Korea, there were too 
many Americans who gave Sun Liren the impression that he was 
America’s only “White Hope for China.”’’ 

It is hard to believe that Chiang Kai-shek was totally unaware of 
plans to remove him. He was so disheartened that, at one point in early 
June, he seemed to truly believe it was no longer possible for him to 
find a living space in this world. In his personal diary around this time, 
Chiang, despite a despairing situation, still hoped against hope to fight 
with the “dark forces” for his very survival to the last.” Charles Cooke’s 
visit to Tokyo in June 1950 was unquestionably related to the changing 
American stance toward Chiang. Adopting the posture of apparent 
self-abnegation that he had taken with President Truman, on June 15 
Chiang passed the following message to MacArthur and Charles Wil- 
loughby, the general’s deputy chief of staff for intelligence, via Cooke: 
“The Generalissimo, aware of the danger of his position, is agreeable to 
accept American high command in every category and hopes to in- 
terest General MacArthur to accept this responsibility, . . . soliciting 
his advice, guidance, and direction.” Chiang also invited MacArthur to 
conduct an inspection tour of Taiwan, and to assume command of the 
island’s military if the situation so warranted.” Meanwhile, through 
Cooke, Chiang also petitioned Dulles, Louis Johnson, and Chairman 
of the Joint Chiefs of Staff General Omar Bradley, who were then in 
Tokyo, for advisors, economic and military assistance, and a “positive 
declaration of policy” toward Chiang and his leadership.*° 

Regardless of Chiang’s humble offer to surrender his authority, Mac- 
Arthur seemed determined to keep him in power for the time being 
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so as to preserve Taiwan’s strength as a useful base for possible mili- 
tary rollback in the future. In a meeting with members of the Foreign 
Service in early June, MacArthur argued that, rather than make things 
difficult, the State Department should assist Chiang in his fight against 
the Communists, and “we can try to reform him later.’’*! As a result, 
in the eyes of the SCAP chief, a coup to remove Chiang was virtually 
out of the question. In a forceful memorandum delivered to Washington 
after meeting with Cooke, MacArthur advanced three major reasons 
for a more assertive approach: strategically, that Taiwan was an “inte- 
gral part of the U.S. offshore island defense system”; morally, that the 
people of Taiwan deserved an “opportunity to develop their own 
political future”, and politically and psychologically, that Communist 
expansion must be hemmed in.* In response to Chiang’s invitation to 
visit Taiwan, MacArthur concurred by suggesting to the Joint Chiefs of 
Staff an immediate survey of Taiwan’s economy, polity, and military so 
as to prevent a Communist takeover. In his conversation with John 
Foster Dulles and Louis Johnson on June 22, MacArthur further made 
it clear that he should personally conduct such a survey, to “accom- 
plish the desired end in Taiwan.”* The SCAP chief thereby laid the 
foundation for his controversial trip to Taiwan two months later. 

Faced with an insecure and unstable environment, both external 
and internal, KMT national security apparatus under Chiang Ching- 
kuo began campaigns of terror to root out communist networks and 
sympathizers on the island and to extend the reach of their surveil- 
lance and cells down to the grass roots. These campaigns reflect a 
“not-so-accidental” aspect of the accidental formation of the island 
state; they were intentional and relatively successful in stabilizing 
Nationalist rule domestically and reestablishing Chiang Kai-shek’s 
supremacy in the political hierarchy. Nevertheless, their implemen- 
tation, dubbed “white terror,” became controversial as the KMT tried 
to rebuild its legitimacy among an island population that had every 
reason to despise its ruling elites in the decades to come.** 


THE STP VERSUS THE EMBASSY 


Given the unusual triangular relationship between Chiang Kai-shek, 
Charles Cooke, and Douglas MacArthur in the months before the Ko- 
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rean War, it may seem reasonable that Cooke would continue to play 
a crucial role in the SCAP-KMT interaction after the war broke out in 
Korea on June 25, 1950. Sensing that the tide had turned when Presi- 
dent Truman ordered the Seventh Fleet into the Taiwan Strait to pre- 
vent a Communist invasion, Cooke and his STP staff on the island 
began to act more audaciously, even bypassing American diplomats in 
their business dealings. Without consulting either Washington or the 
American Embassy in Taipei, in late July 1950 Cooke promised Chiang 
Kai-shek that more than 180 Nationalist military officers and soldiers 
would be sent to each of the fifteen (unspecified) American ships for 
training purposes. This project, Cooke believed, would signify an 
important first step toward a comprehensive Taiwan-U.S. military 
cooperation.** 

During his two-day visit to Taiwan on July 31 and August 1, 1950, 
MacArthur totally ignored U.S. diplomats in Taipei, who were neither 
included nor made aware of the discussions being held there. Cooke 
and his core STP advisors, on the other hand, were invited to join every 
top-level conference between the Nationalist leaders and the SCAP 
chiefs. In a confidential report to Dean Acheson in early August, Robert 
Strong resentfully declared that Cooke and his men had undergone a 
“very definite change of attitude” after the outbreak of the Korean War 
and had even requested the use of the attaché’s communication system 
to maintain contact with the SCAP headquarters and the Seventh Fleet. 
Following MacArthur’s visit, as the report depicted, the sudden arrival 
of planes, people, and equipment without advance clearance from the 
embassy seriously undermined the position and usefulness of the at- 
taché and liaison network that the embassy had built up. Strong deemed 
this a great humiliation for him, worrying that Cooke’s refusal to in- 
form his military attachés of any policy formulation could only “re- 
sult in thorough emasculation” of the attaché system.*° 

A previously unstudied aspect of the STP is its role in the creation 
of the U.S. Military Assistance Advisory Group (MAAG} in Taiwan. 
In the months following the outbreak of the Korean War, there was se- 
rious debate, if not a power struggle, between the State and Defense 
departments over whether the American military advisory aid to 
Taiwan should be rendered through the use of an expanded attaché staff 
in Taiwan, or through a separate MAAG outside the existing embassy 
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structure. The State Department advocated placing MAAG under the 
supervisory authority of the chief of the U.S. diplomatic mission so that 
decision makers in Washington would have a thorough comprehension 
of its aims. This, they insisted, was of vital importance to the success 
of a positive China policy.” As an alternative, they proposed that mil- 
itary advice might also be channeled to the Nationalist government 
through U.S. Army, Navy, and Air Force officers not on active duty, 
and through other nonofficial personnel, acting in an ostensibly pri- 
vate capacity while on the payroll of the Nationalist government.** The 
military establishment brushed aside such suggestions, arguing that a 
direct chain of command in Taiwan through SCAP to the Joint Chiefs 
of Staff was necessary and should be a priority. The State Department 
was quick to realize that, in line with General MacArthur’s stance, the 
joint chiefs had already considered and discarded the customary con- 
cept of a MAAG, in which the ambassador would have major respon- 
sibilities, for a more complicated arrangement that would give the 
SCAP virtually complete freedom of action in the field.*? 

Significantly, both departments used Charles Cooke and the im- 
plementation of the STP to strengthen their rationale. The State De- 
partment argued that the STP, including numerous technicians and 
mechanics at operational levels in various branches of the Nation- 
alist Ministry of National Defense, as well as several retired gen- 
erals and flag officers of the U.S. armed forces, was a perfect model 
for its proposed MAAG in Taiwan.” The military establishment 
argued conversely that the established connection between the SCAP 
in Japan and the STP in Taiwan, which was operating outside the U.S. 
embassy in Taipei, laid a solid foundation for military liaison. With 
guidance from the SCAP and the Joint Chiefs of Staff, Charles Cooke 
and his STP team would transform themselves from a private mili- 
tary advisory body to a formal MAAG.”! 

Since Charles Cooke stood out as the most likely candidate to head 
up any official U.S. MAAG in Taiwan, he and the CIC and STP affili- 
ated with him now inevitably came in for bitter criticism by his po- 
tential rivals. One widely circulated denunciation was that Cooke’s 
men were greatly concerned that U.S. military aid to Taiwan would 
cut the CIC out of its role as Chiang Kai-shek’s main purchasing agent. 
The corresponding decrease in income would necessitate reducing the 
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payroll of Cooke’s STP advisers.?” Such criticism might be true, but 
apart from worrying about the future profit of the STP and CIC, Cooke 
continued to have a very active role to play in Nationalist’s policy- 
making following the outbreak of the Korean War. For example, the 
issue of abandoning Quemoy off the Fujian provincial coast, now phys- 
ically the largest offshore island still under Nationalist control, demon- 
strated Cooke’s strong influence in Chiang Kai-shek’s military and 
security policy planning. As the war erupted in Korea, MacArthur 
contemplated using Nationalist forces to assist the South Koreans. 
Chiang first learned about this from Cooke, and viewed it as an op- 
portunity to cement a new U.S.-Nationalist Chinese military alliance. 
Taipei also anticipated that the Korean conflict would develop into a 
third world war in which the U.S. would eventually welcome all ele- 
ments hostile to communism to join its side. And, by participating in 
the imagined world war, the Nationalists expected a full return of their 
international prestige and visibility in the world politics.” 

Therefore, in early July 1950, Chiang Kai-shek was seriously con- 
sidering withdrawing Nationalist troops from Quemoy and other 
tiny coastal possessions off Southeast China in order to bolster Tai- 
wan’s defense, thereby freeing 33,000 combat troops for the Korean 
theater. Another reason to support this idea was Washington’s earlier 
announcement that the Nationalist-held offshore islands would re- 
main outside the Seventh Fleet’s protection.** Cooke thoroughly sup- 
ported the Nationalist government’s participation in the Korean War, 
but he vehemently opposed the evacuation of Nationalist forces from 
Quemoy, as this move would not only look like weakness to the Chi- 
nese Communists, but would produce a negative psychological effect 
on Taiwan as well as the entire free world.” Although not wholly con- 
vinced, a usually peremptory Chiang once again followed Cooke’s ad- 
vice. This was a decisive moment; had the proposed withdrawal from 
Quemoy ever come to pass, it would have removed the principal focal 
point of the later Sino-American military crisis. 

As the war in the Korean Peninsula heated up at the end of 1950 
and into 1951, Cooke went on to increase his influence over Taiwan’s 
military and political affairs frequently, without regard for American 
diplomats and military attachés posted there. His STP advisors were 
all over the island, engaging in critical inspections and supervising 
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military training programs aimed at restoring the Nationalist force to 
strong, combat-ready status.?° Cooke was equally zealous in helping 
Chiang Kai-shek launch effective institutional reforms within the 
Nationalist military hierarchy. In a personal memorandum to Chiang, 
Cooke criticized the division of command between the two com- 
manders in chief of the Nationalist ground forces and the Ministry of 
National Defense. His advice was that authority and responsibility for 
the administration and operation of the ground forces should be vested 
in a single commander with complete authority within the limits of 
his command. Cooke also suggested the creation of a commander and 
command staff for planning, organizing, and moving an expeditionary 
force as the first step toward reforming the whole army command 
structure.” Using his naval expertise and background, Cooke gave fur- 
ther advice on a possible institutional reorganization of the Nation- 
alist Navy. Viewing the confusion in Nationalist naval commands and 
operations, Cooke urged a division of the functions performed by the 
navy headquarters and its chief of staff. The former would be respon- 
sible for administration, whereas the latter would conduct operations. 
The navy’s confusing planning staff, like that of the army, gave Cooke 
cause for concern.”® 

Expecting that he would soon become the head of the official Amer- 
ican military mission to Taiwan, Cooke was even keener to recruit 
more of his own men from all around the world than when the STP 
was first initiated.” With equal enthusiasm, he proposed that more 
ammunition be procured via the CIC on behalf of the Nationalist gov- 
ernment. On September 14, 1950, Cooke advised Chiang of Taiwan’s 
four “most urgently needed military items” that the CIC could help to 
obtain: 93 LVTs, 25 P-s51 fighter planes, 10 early-warning radars, and 117 
jeeps. However, when compiling this list, Cooke did not realize that 
the purchase of these items would cause an insolvable headache, 
marking the beginning of the end of his enterprise in Taiwan. 


THE END OF AN EXTRAORDINARY EPISODE 


In April 1950, when Charles Cooke recommended the withdrawal of 
Nationalist troops from Zhoushan, the absence of an adequate early- 
warning radar system on the islands was one of his main reasons. Con- 
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sequently, when the Nationalist military authorities proposed in early 
July 1950 purchasing new radar equipment through the CIC to strengthen 
Taiwan’s air defense, Cooke was glad to offer his help. Chiang Kai-shek 
and his military personnel relied solely on Cooke, as they understood 
well that only the CIC and its contacts in Washington’s upper circle 
could obtain the required ammunition export licenses from the Mu- 
nitions Division of the State Department.!” In mid-July, a CIC-related 
field radar engineer arrived in Taiwan and conducted a topographical 
survey of the island. The survey report recommended the purchase of 
r0 radar sets of LGR-1 or TPS-1 type to be used as a basis for the future 
radar network around Taiwan. Cooke and the CIC staff planned that, 
following the purchase of these ten early-warning radar sets, nine radar 
technicians would join the STP program via the CIC and establish a 
new training program for the Nationalist Chinese Air Force.!© 

Chiang Kai-shek’s military men in Washington bitterly resented 
Chiang’s decision to procure Taiwan’s urgently needed munitions 
through Charles Cooke and the CIC, feeling that they had been by- 
passed and slighted, and perhaps also because they may have been eager 
to profit personally from the arms purchases. Around mid-September 
1950, General Mao Bangchu, chief of Nationalist China’s aviation pro- 
curement mission in Washington, instructed his executive aide Colonel 
Xiang Weixuan to meet CIC personnel in New York and express his 
concern about the radar procurement in progress. Both Mao and Xiang 
were upset that Taipei circumvented the mission in Washington and 
gave the CIC a green light to purchase the radar systems on Taiwan’s 
behalf. Believing that Bendix, the radar export dealer, was passing a 
commission to the CIC, Xiang warned that the CIC should halt the 
radar procurement immediately and transfer the whole transaction to 
the Chinese aviation mission in the United States.! 

Instead of heeding Colonel Xiang’s threat, the CIC continued to pro- 
cure ammunition on behalf of the Nationalist government, particu- 
larly the radar sets and the twenty-five P-51 fighter planes that had been 
added in September 1950 to Cooke’s recommended list.'°* Sensing that 
General Mao and his aides might actually be interested in lining their 
own pockets, the CIC hinted that the P-47 fighters, although not on 
Taipei’s priority list, were more easily available and therefore requested 
a new power of attorney from Taipei to cover the P-47 aircraft. This 
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proposal was unacceptable to Mao and Xiang, who decided to act against 
the CIC and secure their position as the sole procurement agency of the 
Nationalist government. On January 3, 1951, Xiang went to the FBI and 
to the Air Force Office of Special Investigations, accusing the CIC 
of illegally procuring ammunition on behalf of the Nationalists in 
Taiwan. Xiang also accused several State Department officials of 
having inappropriate relations with the CIC and unfairly helping it 
obtain export licenses.!°° The FBI and the U.S. Air Force initiated an 
investigation into the CIC. Pending the conclusions of their investi- 
gations, Taiwan received neither radar nor aircraft licenses, nor 
clearance for the new STP radar technicians.!%” 

On hearing Mao and Xiang’s allegations, Chiang Kai-shek was ex- 
tremely angered. At the suggestion of Cooke, Chiang recalled the two 
officers to Taipei and planned to replace them with men who would 
collaborate with the CIC. The Chinese Foreign Ministry also instructed 
its officials in Washington to stop criticizing the CIC or even specu- 
lating about it, and announced that a new committee would soon take 
charge of arms procurement in the United States.!?8 Fearing for their 
political careers, Mao and Xiang decided to open fire against their own 
government. They publicly accused the Nationalist military establish- 
ment of corruption and misappropriation of public funds. They also 
wrote to some of Chiang’s supporters in Congress. Their strategy 
worked briefly. In March 1951, Senator Walter Judd expressed his grave 
concern regarding the alleged corruption to Chiang, stating that it 
would be very difficult for him to continue his support for the Nation- 
alists in Taiwan, unless the case was concluded immediately.’ In the 
meantime, the mass media began to portray this case as a return to 
the factional squabbling that was the Chinese Nationalists’ gravest 
weakness.!!9 

Taipei responded by suspending its two “incapable and disloyal” 
military subordinates from all their official posts and instituting legal 
proceedings in the United States for “inappropriate behaviors” that had 
seriously undermined the prestige of the Nationalist government.!"! 
However, the damage to Charles Cooke, the CIC, and the STP was al- 
ready done. General MacArthur was dismissed in April 1951; thus the 
CIC lost its patron. General William Chase was appointed the first 
chief of U.S. MAAG in Taipei, which numbered the days of the STP. 
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Two months later, Cooke proposed to Chiang that it was time to 
terminate the STP, to which Chiang agreed. In September, after trans- 
ferring most of the advisory and training activities to the MAAG re- 
cently instituted under General Chase, the STP was abolished.!!” This 
also ended a unique military and security relationship between Na- 
tionalist China and the United States. 


8 


The Island Redoubt Reinvigorated 


WHILE CHARLES M. Cooke was actively playing a unique role in in- 
fluencing Nationalist China’s military and security policy formulation 
in the months surrounding the outbreak of the Korean War, a compre- 
hensive reevaluation of U.S. policy toward Taiwan was being under- 
taken in Washington. In January 1950, when Harry Truman and Dean 
Acheson publicly announced their apparent abandonment of the Na- 
tionalists in Taiwan and continued pursuing a nonmilitary settlement 
of the Chinese civil war, their rationale largely stemmed from the NSC 
48 issued one month prior, the main theme of which was to draw Mao 
Zedong’s Communist China away from Soviet Russia. The Sino-Soviet 
treaty of February 1950, however, virtually eliminated prospects for 
“Chinese Titoism” for the foreseeable future. The new alliance be- 
tween Moscow and Beijing accordingly prompted Washington to make 
a fundamental policy reassessment.! The result of this reevaluation was 
the completion of NSC 68 in April 1950, a document that would greatly 
influence Truman and the presidents who succeeded him, leading them 
into an Asian morass they never learned how to escape. The document 
portrayed communism as a coordinated global movement, thereby 
abandoning the distinction between vital and peripheral interests that 
George Kennan’s famous containment strategy had emphasized. In- 
stead, the paper, prompted chiefly by the success of a Soviet atomic 
bomb test in August 1949 and the Soviets’ probable capability of pro- 
ducing hydrogen bombs, called for a “tripling” of the U.S. defense 
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budget for the purpose of frustrating what it repeatedly characterized 
as “the Soviet designs” for the world.? 

Washington’s new national security policy paper certainly gener- 
ated a strong impact on the reconfiguration of its policy toward East 
Asia, including Taiwan. According to NSC 68, Europe was the center 
of Soviet aspiration, with Moscow hoping to bring all of Europe under 
its domination. Yet, as the paper warned, it was in Asia that Moscow 
had the greatest opportunities. Many in Washington started to believe 
that, since the conclusion of the Sino-Soviet treaty, the exploitation of 
Beijing-Moscow tensions had now become a long-term rather than im- 
mediate project. More significantly, by committing Mao to a close al- 
liance with Stalin, the 1950 treaty dissolved the key factor working 
against American intervention in Taiwan.’ The new alliance between 
Beijing and Moscow, as John W. Garver puts it accurately, also strength- 
ened the geopolitical significance of the island in countering the new 
Sino-Soviet bloc.° The 360-mile gap between Okinawa and Taiwan and 
the roo-mile gap between Taiwan and the Philippines would be very 
difficult to seal if Soviet air forces operated out of Taiwan, providing 
an umbrella for Soviet submarines heading for the open Pacific. With 
Taiwan under U.S. control, Soviet submarines could be bottled up in 
the East China Sea. With Taiwan in Communist China’s hands, the 
cork was out of the bottle. Even American leaders who had previously 
advocated the sacrifice of Taiwan in order to better encourage Chinese 
Titoism now agreed that maintaining the integrity of the barrier chain 
of offshore islands was highly important to U.S. security interests.° 

With the NSC 68, the spirit of the defunct “trans-Pacific highway” 
idea seemed to reappear, and Taiwan’s (not necessarily Chiang Kai- 
shek’s) geo-strategic significance was confirmed in the designing of U.S. 
official policy. What Washington needed now was perfect timing and 
justification to interfere with the security of Taiwan, as well as a feasible 
way to solve the problems surrounding Chiang Kai-shek and his group.’ 
Around May 1950, when Paul Nitze advanced his “hypothetical plan” to 
remove Chiang and place the island under U.S. or UN control, the plan 
was essentially in line with NSC 68 and its new strategic thinking vis- 
a-vis Communist China. MacArthur's reluctance to oust Chiang had 
been critical in preventing Nitze’s (and perhaps the State Department’s) 
scheme from being carried out. 
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The outbreak of the Korean War provided just the needed timing 
and justification. At dawn on Sunday, June 25, Kim Il Sung ordered his 
forces to cross the 38th parallel behind artillery fire. Fighting began 
on the strategic Ongjin Peninsula in the west; within an hour Kim’s 
troops were attacking all along the 38th parallel. Within the first few 
days, the South Koreans were routed, forcing Syngman Rhee and his 
government officials to evacuate Seoul, this was the contingency that 
would thoroughly change the military and political landscape of East 
Asia. On June 27, three days after the North Koreans launched the sur- 
prise attack, President Truman announced that he had ordered the 
Seventh Fleet to the waters between Taiwan and the mainland to pre- 
vent offensive operations against and from the island. He meanwhile 
specified that the “determination of the future status of Formosa must 
await the restoration of security in the Pacific, a peace settlement with 
Japan, or consideration by the United Nations.”® The statement con- 
tained no reference to his January pronouncement. But when affirming 
that a determination of Taiwan’s status would have to await appropriate 
international action, the president had pulled away from the earlier po- 
sition taken by him and Acheson that the island was for all intents 
and purposes Chinese territory. As fully exemplified in Acheson’s per- 
sonal explanatory letter to MacArthur dated July 24, 1950, only on the 
premise that the island’s legal status was unsettled could Washington 
claim that its intervention did not constitute interference in Chinese 
internal affairs and was intended only to freeze its political status until 
a suitable international agreement had peacefully decided the island’s 
future. Such an “interim intention,” as Acheson described it to MacAr- 
thur, surely presented difficulties vis-a-vis the Nationalists on Taiwan 
and might not be the only, or even the best way, of clarifying the new 
American position. But the secretary of state was convinced that every 
effort should be made as soon as possible to arrive at a common under- 
standing with America’s allies, particularly with the British, and he 
sought the SCAP chief’s support and understanding.’ 

If Acheson’s rationale was understandable to MacArthur, it was cat- 
egorically unacceptable to Chiang Kai-shek. On receiving Truman’s 
official announcement, delivered by Robert Strong, the U.S. chargé 
d'affaires in Taipei, Chiang was furious at Truman’s statement about 
Taiwan’s unsettled legal position, which he perceived as a humiliating 
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downgrade of the island to “a mere piece of American colony.”!° And 
yet pragmatic considerations soon came to the fore. As long as Nation- 
alist governance in Taiwan remained virtually unaffected, Chiang was 
ready to tolerate a neutralized Taiwan Strait (at an official level he 
ordered his government to fulminate against such an arrangement “at 
any cost”).!' Perhaps Chiang was being a bit too optimistic about the 
“anaffectedness” of his leadership and governance in Taiwan. As a 
“client-patron relationship” was created between Taiwan and the United 
States as a result of the Korean War, Chiang would find that the au- 
tonomy he had enjoyed in the decision-making process in the mainland 
era would be long gone in the post-1950 Taiwan era, a fact further illumi- 
nated in Chapters 9 and ro. 


THE TAIWAN BASTION STRENGTHENED 


In retrospect, one major event leading to the accidental state on Taiwan 
was Mao Zedong’s decision to ally with Soviet Russia and to approve 
and support Kim Il Sung’s war plan for Korea. Without a doubt, the war 
on the Korean Peninsula provided both hope and opportunities to the 
ailing Nationalists on Taiwan. However, the challenges ahead were far 
greater than Chiang Kai-shek and his cohorts might have expected. It 
was no secret that Chiang had long craved a general war in East Asia 
that would lead to a consolidation of his power base in Taiwan and an 
eventual American war of “liberation” against the Chinese mainland. 
A series of confidential telegram exchanges around March 1950 
between Chiang and Shao Yulin, Chiang’s ambassador in Seoul, in- 
credibly reveal that the desperate Nationalist leaders were exploring 
every possible means, including such wild ideas as dispatching their 
secret agents to South Korea to trigger an armed conflict with the com- 
munist north, so as to bring about a total shift of U.S. policy in East 
Asia.” From Taipei's point of view, if Taiwan was necessary for Amer- 
ican defense, then Washington must prevent the Chinese Communists 
from taking possession; if there was a war in the Far East, then it was 
folly to give up any advance base, like Taiwan. What Chiang and his 
followers worried about most was, if the island was not necessary for 
American defense, then there would be no obstacle in stabilizing good 
relations and trade with Communist China. This meant peace, and 
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peace was what the island-based Nationalists feared. A man longing 
for World War III to save a hopeless situation, Chiang in the months 
before the Korean War incessantly ordered papers and draft plans to 
be prepared in anticipation of that eventuality.! 

Not surprisingly, therefore, immediately after the war broke out in 
Korea, Chiang offered to send 33,000 of his best troops, under Sun Li- 
ren’s command, to fight alongside UN forces. The offer was presumably 
planted by none other than Charles Cooke, who won Chiang’s approval 
over the opposition of other Nationalist military leaders.'* Initially, 
Truman was tempted by Chiang’s offer, but in the end he rejected it on 
the unanimous advice of Dean Acheson, Louis Johnson, and the Joint 
Chiefs of Staff, who exhorted that acceptance of the offer would divide 
the United Nations coalition and might incite the Chinese Commu- 
nists to attack Korea or Taiwan." In truth, as Robert Accinelli well 
posited, the introduction of Nationalist armed forces in Korea would 
have also violated the spirit of the “neutralization” of the Taiwan 
Strait, and contradicted the U.S. objective of insulating Taiwan from 
the Korean conflict.'® 

It remains open to discussion whether Chiang Kai-shek’s offer was 
sincere and truly intended to lead to his long-dreamed military roll- 
back in the mainland, or whether it was little more than a diplomatic 
gesture. Whatever the reality, the propagandist effect such an offer 
brought about was colossal. General MacArthur, now leading the United 
Nations Command in the Korean War with his theater expanding to 
include Taiwan and the Pescadores, greatly appreciated Chiang’s over- 
ture.” He personally landed in Taiwan with a dozen staff officers for a 
two-day visit between July 31 and August 1, an appealing diplomatic 
feat that immensely strengthened Chiang’s hitherto shaky political le- 
gitimacy, boosted Nationalist morale, and elevated the government’s 
international visibility. While staying in Taipei, MacArthur recom- 
mended that a direct liaison between his command and Taipei be es- 
tablished, and that the critical materials shortages on Taiwan should 
be rectified. He also agreed with Chiang that a “Far East Command 
Liaison Group” be established with Taiwan under MacArthur’s au- 
thority, which would examine the requirements of the Nationalist 
forces. Last but not least, without prior consultation with Washington, 
the SCAP chief authorized periodic reconnaissance flights over coastal 
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8.1 General Douglas MacArthur met with Chiang Kai-shek and his top military 


brass in Taipei. MacArthur’s visit to Taiwan on July 31, 1950, boosted Nationalist 
morale and strengthened Chiang Kai-shek’s legitimacy. (Courtesy of the KMT 
Party History Institute) 


areas of China, in addition to periodic sweeps of the Seventh Fleet in 
the Taiwan Strait.!* He also seems to have made secret arrangements 
with the Nationalists to station three fighter squadrons on the island, 
an allegation repeated in Dean Acheson’s 1969 memoirts.!? 

Soon after MacArthur’s visit, a group led by General Alonzo Fox, 
MacArthur's deputy chief of staff, conducted a three-week survey of 
the Nationalist military on Taiwan to determine their needs. The re- 
port of this “Fox Survey” mission trumpeted that Chiang’s army was 
an important backup for the Seventh Fleet, capable of repulsing a Com- 
munist landing given sufficient aid and proper military advice.”° 
Although the Fox report recommended a $158.2 million military aid 
package, nothing materialized. It was not until the Chinese Commu- 
nists first intervened in Korea in late 1950 that renewed military as- 
sistance to Taiwan was seriously deliberated in Washington. 

MacArthur’s visit delighted Chiang Kai-shek as much as it annoyed 
the upper echelons in Washington, who were alarmed by what they 
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now perceived to be the two men’s joint effort to determine U.S. policy. 
Truman sent his senior advisor Averell Harriman to meet the SCAP 
chief in Tokyo two days after he returned from Taiwan. Harriman’s 
message to the general was straightforward: “leave Chiang Kai-shek 
alone.” Fearing that Chiang might genuinely launch a war with main- 
land China, the president passed on his verbal promise via Harriman 
to the effect that as long as MacArthur waged war only against North 
Korea, he would be given whatever he wanted.” Truman’s apprehen- 
sion further deepened, when, shortly thereafter, MacArthur’s address to 
the Veterans of Foreign Wars annual conference was published on Au- 
gust 25. In his address, the general reemphasized that Taiwan was an 
unsinkable aircraft carrier and submarine tender, from which a hostile 
power could overshadow the central and southern flank of the United 
States frontline position in Asia. This statement was not new, but it 
doubtlessly conflicted with Truman’s recent policy that U.S. protection 
of Taiwan was only a temporary expedient deriving from the conflict in 
Korea. Politically, the president was enraged at the general for handing 
the “Acheson-haters” at home an argument behind which they could 
gather their forces for an attack.” MacArthur’s seemingly unilateral ac- 
tions equally unnerved America’s European allies, who wanted to keep 
the war on the peninsula hermetically sealed from Mao Zedong and 
Chiang Kai-shek lest Beijing start taking “hostages,” particularly Hong 
Kong and French Indochina. The British were also worried, viewing the 
presence of the SCAP chief in Taiwan as a sign of Washington’s “lack of 
all direction in its policy toward China,” as well as of “internal difficul- 
ties” in the Truman administration.** 

As discord between Washington and London over the Far Eastern 
situation was about to heat up, chief policy planners in the State De- 
partment and Whitehall were endeavoring to work out mutually ac- 
ceptable strategies to deal with the thorny Taiwan issue. In September 
1950, the United States, Great Britain, and France settled on a unified 
approach in the United Nations on the status of Taiwan and the Na- 
tionalist Chinese representation. They agreed that a General Assembly 
commission should be established to examine the criteria for settle- 
ment of cases of disputed representation, and to determine Taiwan’s 
future status.*4 In Taipei, Chiang Kai-shek’s reaction was surprisingly 
calm. Fully aware of his serious lack of bargaining chips, Chiang was 
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preparing for the worst. If the PRC were admitted to take part in UN 
deliberations, as proposed by a Security Council session in late Sep- 
tember, Chiang would order the withdrawal of Nationalist China from 
the United Nations.” 

On November 11, the British and the Americans concluded their 
agreed resolution. The final draft provided for a commission to study 
and make recommendations for the future of Taiwan, after conferring 
with “all governments, authorities and parties concerned.” Until 
the General Assembly considered and acted upon the resolution, there 
would be no attacks from or against the island or attempts to change its 
status by force.2° However, this UN strategy collapsed when Mao 
Zedong ordered massive intervention against MacArthur's advancing 
forces in Korea. Conspicuously, the Pentagon was now reluctant to 
accept the proposed resolution in its existing form, because it would 
neutralize Taiwan militarily just as the situation in the Far East was 
taking a disturbing turn. At the end of 1950, the ban on Nationalist 
Chinese offensive operations against the mainland was carefully re- 
evaluated, and an even more extensive military strategy vis-a-vis Com- 
munist China, with Taiwan playing a much larger, more active role, 
was under serious deliberation.?’ 

Like the February 28 incident in 1947, the Communist Chinese in- 
tervention in the Korean War in November 1950 lead to changes in 
the U.S. military and strategic perceptions of the island. To be sure, 
Chiang Kai-shek and his supporters saw the massive Communist as- 
sault on Korea as a boon; a prolongation of the Korean conflict and a 
combustible confrontation between Washington and Beijing would best 
serve their purposes and interests. No wonder, then, when learning 
that Truman had warned MacArthur against the intended bombing of 
Manchuria and the use of UN ground forces across the Sino-Korean 
border, Chiang was both discontent and dismissive.”® Although the 
strategic significance of the Taiwan-based Nationalist government 
might now increase, the island’s pending legal and international status 
remained a nightmare to the Nationalist leaders. As the situation in 
Korea worsened toward the end of 1950, Washington found it impera- 
tive to accelerate the peace settlement with Japan, to pave the way for 
a “post-treaty security arrangement” with Japan, now an important for- 
ward base for American military operations on the peninsula.” One 
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“byproduct” of this peace treaty making was that a moribund Nation- 
alist China, now rooted primarily in Taiwan and the Pescadores with 
a very limited territorial and administrative domain, was legally 
fortified. 

In early January 1951, less than two months after the PRC joined the 
Korean War, President Truman elevated John Foster Dulles from consul- 
tant to ambassador, responsible for formal negotiations on the Japanese 
peace treaty.°° Because the United States recognized only the National- 
ists and the British only the Communists as the legitimate government 
of China, Dulles decided to conduct bilateral talks with Far Eastern 
Commission members recognized by Washington on the Japanese 
peace treaty, including Chiang’s government. This negotiating strategy 
worked well, right up until a final draft of the peace treaty was forged 
by the end of March 1951. The British scoffed at continued American 
support for the Nationalists in Taiwan and instead proposed that Bei- 
jing be invited to participate in any negotiations for the conclusion of a 
treaty. London’s proposal, coming only a few months after the Chinese 
Communist entrance into the Korean War, was wholly unacceptable 
to Washington.*! 

Having received assurances from the Japanese government that 
Tokyo basically would make peace with the Chinese Nationalists at 
some point in time apart from and after the other Allies, in June 1951, 
Dulles coaxed the British into issuing a joint memorandum that no 
Chinese government would participate in the multilateral peace treaty. 
Both parties further agreed that, Japan’s future dealings toward China 
would be determined by Japan itself on the basis of its sovereign and 
independent status, conferred by the treaty.*? Chiang Kai-shek and his 
top aides were extremely disappointed at the prospect of being excluded 
from the peace conference and at signing a bilateral peace treaty that 
seemed to place the Japanese, their defeated enemy, in a position to de- 
cide with whom they wished to deal, and Nationalist China, an ally, 
in the position of supplicant.?* On the morning of September 9, when 
the signing of the Japanese peace treaty by forty-nine nations was un- 
derway across the Pacific in San Francisco, in Taipei Chiang decided 
to go on a private hunger strike as a way of expressing his profound 
humiliation and fury.** 
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To Chiang, perhaps a more disturbing issue was the exceedingly 
slow pace of the Sino-Japanese negotiations in Taipei, which commenced 
on February 20, 1952. A dispute developed when the Nationalists in- 
sisted that the Republic of China be recognized as the legal government 
of all China and the Japanese insisted on limited recognition that would 
not foreclose trade and other ties with the mainland.** The State De- 
partment instructed Karl L. Rankin, U.S. chargé d'affaires in Taipei, 
to mediate the dispute. Meanwhile, Chiang’s staunch sympathizers 
on Capitol Hill also pressured both the Truman administration and 
Tokyo to allow nothing in the pact that would permit Japan to act 
contrary to the U.S. policy toward the PRC. Intense pressure by the 
State Department on Tokyo initially failed to budge the Japanese, who 
appeared to be deliberately stalling their negotiations with the Nation- 
alists. A bilateral pact between Taipei and Tokyo was eventually 
signed on the afternoon of April 28, 1952, seven hours before the San 
Francisco treaty came into force and Japan regained sovereignty.*° 

It was widely suspected that the Japanese government had em- 
ployed delaying tactics in the treaty negotiations to demonstrate their 
political and diplomatic autonomy. One of the members of the Japa- 
nese delegation, however, in an informal talk with the British consul 
in Tamsui, stoutly maintained that Tokyo had no intention of pro- 
tracting negotiations until after the San Francisco treaty became effec- 
tive.?” Whatever the truth, the 1952 peace treaty between Tokyo and 
Taipei bore tremendous significance. The text of the treaty and an 
accompanying exchange of notes were designed to allow both the 
Japanese and Nationalists to claim that their position on the scope of 
application of the treaty had been honored. The treaty itself contained 
no reference at all to the territorial limits of Japanese recognition of the 
Nationalists. To some historians, the semantic ambiguity on the status 
of Taiwan’s sovereignty in this treaty flung open the possibility of an 
independent Taiwan and was later used by Taiwanese independence ad- 
vocates to advance their campaign.** Nonetheless, the very specifica- 
tion that the disposition of Japanese property and Japanese nationals in 
Taiwan and the Pescadores, and that their claims against the authori- 
ties of the Republic of China in Taiwan and the Pescadores, should be 
the subject of special arrangements between the governments in Taipei 
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and Tokyo, had demonstrated that the scope of Nationalist Chinese sov- 
ereign jurisdiction was confined to the two island regions.*? This was 
one very important step toward creating a legally and territorially (re) 
defined Taiwan-based Republic of China, whose political repercussions 
continue to this day.*° 


THE PARTY REFORMS 


On the diplomatic front, challenges confronting Chiang Kai-shek in 
securing the Nationalist government’s international status remained 
fierce. Nonetheless, as the threat of a Communist takeover of Taiwan 
had largely died down with the onset of war in Korea, Chiang was now 
more comfortable in initiating a genuine reorganization of the KMT 
party so as to deepen the Nationalist social foundation on the island.“ 
Indeed, as U.S. consular staff on the island noted, Truman’s decision 
to send in the Seventh Fleet made Taiwan a more secure environment, 
which allowed Chiang the breathing room to restructure political lead- 
ership within the party and the government, under the perfect excuse 
of furthering “mutual cooperation of all factions.”*” The constant re- 
minders of the powerful threat across the Strait kept the Nationalists 
on their toes. They realized that their Taipei-based regime’s legitimacy, 
based on its claim to be the central government of the ROC, could now 
be challenged relatively easily. Chiang and his cohorts had to ensure 
their survival, not only by building up a potent defense force and a pow- 
erful party-state apparatus, but also by functioning as an efficient and 
effective government.*? 

Four days after General MacArthur visited Taipei, on August 5, a 
confident Chiang Kai-shek announced the inauguration of the Central 
Reform Committee (CRC) to replace the old, near-defunct Central Ex- 
ecutive Committee back in the mainland era, and become the KMT 
party’s new core leadership for planning and acting. Chiang’s hand- 
picked sixteen CRC members, with Premier Chen Cheng and his son 
Ching-kuo as the key figures, were relatively young and well educated, 
and were now his newly trusted inner circle. To create a fresh party 
image within and abroad, Chiang appointed a professor in history and 
geography named Zhang Qiyun as the new CRC secretary general. 
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8.2 The first meeting of the KMT Central Reform Committee convened on August 
5, 1950, shortly after the war broke out in Korea. (Courtesy of the KMT Party 


History Institute} 


Meanwhile, Chiang isolated his erstwhile political opponents from re- 
gional factions and cliques by assigning them to another newly insti- 
tuted honorary party organ called the Central Advisory Committee, 
thus marginalizing the party veterans.‘ 

To extend the Nationalist influence deep into Taiwan society, thus 
broadening its social base, CRC leaders endeavored to recruit new party 
members from different social strata and groups, especially intellec- 
tuals, on the island. By early 1952, more than forty party branches were 
recruiting educated youth, with more than 4o percent of Taiwan’s pro- 
vincial party members having a high school or college education.*® As 
the CRC recruited, it also created a cadre system that strengthened its 
political and ideological control at every level of the state administra- 
tion. Before 1949, the KMT had made the party branch (qu fenbu) the 
basic organizing unit and created the work team (xiaozu) to indoctri- 
nate party members. When reform began in Taiwan, the CRC made its 
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work teams responsible for enforcing party policies, producing propa- 
ganda, recruiting and investigating members’ backgrounds, and pre- 
venting communist infiltration.” 

In the early 1950s, as national security remained a primary concern, 
Chiang Kai-shek insisted on tightening the grip of party organizations 
and disciplining work teams to prevent internal insurgences and enemy 
infiltration. To strengthen the KMT party’s legitimacy with the Tai- 
wanese people and to seek continued support from the international 
community, particularly from the United States, new measures had to 
be taken. The conflicting nature and incompatibility between tight- 
ening the island’s internal security and maintaining a democratic fa- 
cade so as to improve the KMT’s external image were indeed great. One 
important strategy applied by the hard-pressed Nationalists was to pro- 
mote limited, local-level political reforms. To legitimatize the Republic 
of China as the central government for all China, the Taipei-based Na- 
tionalist government needed elected representatives for all China. In 
1947 more than one thousand mainlanders in Nanjing were elected by 
the Chinese people as members of the National Assembly, Legislative 
Yuan, and Control Yuan. After coming to Taiwan, these representatives 
were permitted to hold their seats until the next election could be held 
on the mainland, thus legitimizing the Republic of China’s control of 
the island.*® 

While seats of the representatives at the central level were frozen 
for the purpose of political legitimacy, CRC leaders were convinced 
that local elections should be allowed to promote Taiwan’s image as 
a democratic country. In January 1951, the first election for county 
and city council seats were held. In April, other elections followed for 
county and municipal offices. In December, the Taiwan Provisional 
Provincial Assembly was organized, its members having been appointed 
by county and municipal assemblies.” With the implementation of local 
elections, the party’s nomination system increased its control over the 
island’s local politics. Because the party nominees were almost guaran- 
teed to win, local elites with political ambitions clamored to join the 
party. This had both positive and negative results. On the one hand, 
local elections enabled the party to work closely with local Taiwanese 
elites and strengthened its claim of being a legitimate party repre- 
senting the people. On the other hand, party involvement in local 
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electoral affairs encouraged factionalism within the KMT. Although 
local party branches tried to co-opt the new factional leaders, over time 
that became difficult.°° 

To the Nationalists, a successful continuation of land reform on 
Taiwan was critical to winning the support of the islanders. In Feb- 
ruary 1951, with the rent reduction initiated by Chen Cheng in May 
1949 nearing completion, a CRC resolution was adopted offering one- 
fifth of the island’s arable land for sale to tenant farmers for a price well 
below market. Buyers then had ten years to buy their land by means of 
produce rather than cash and without interest.°! Land assessment and 
agricultural extension offices were established by the government’s 
land bureau, which oversaw the startup of farmers’ and irrigation asso- 
ciations, quasi-government organs that helped local farmers follow gov- 
ernment guidelines. According to one U.S. investigation report, by July 
1952, 114,000 acres of the total 160,000 acres of public land had been 
sold, and more than 150,000 tenant farm families bought land under the 
program.” In early 1953, the Land-to-the-Tiller Act limited the amount 
of land that could be owned by landlords. Landlords who lost land were 
compensated with land bonds and stock shares from four privatized, 
government-owned enterprises. Meanwhile, the new landowners were 
eligible for loans that could be repaid, with no interest, in ten years. 
They also received funds so they could modernize their farms and ir- 
rigation operations. More than one million Taiwanese gained prop- 
erty rights under the land reform program, and the income of farmers 
nearly doubled in the decade after 1949.°° The implementation of land 
reform between 1949 and 1953 thus helped further popularize Nation- 
alist governance in Taiwan, leading to a gradual transformation of the 
relationship between the ruling mainlanders and the native islanders. 
Those early reforms, coupled with the massive aid the Nationalists 
received from the United States, paved the way for the island’s huge 
economic takeoff. 

In retrospect, Chiang’s party reform movement, along with his at- 
tempts to deepen the Nationalist political and social base in Taiwan, 
helped consolidate the political legitimacy of the KMT and accelerate 
the accidental formation of the island state. Less well known is that 
those reform measures were also driven by an implicit political com- 
petition with, if not a challenge from, his rivals abroad. After the 
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Communist takeover in 1949, a large number of anti-Communist, anti- 
Chiang Third Force Chinese became refugees in Hong Kong. These 
Third Force Chinese were of diverse backgrounds, ranging from former 
south Chinese warlords and former Nationalist soldiers, to Chiang’s po- 
litical rivals and liberal intellectuals.54 With the twists and turns in 
the U.S. military position in Korea, Washington hoped that covert sup- 
port of the Third Force guerrillas on the mainland would divert Beijing's 
attention from Korea and indirectly assist the U.S. war efforts. Mean- 
while, State Department policy designers also believed that covert sup- 
port of the development of any resistance movement would serve as “a 
natural influence exercising pressure on the Nationalist Government 
on Formosa to adopt more effective policies.” 

Beginning in late 1950, Washington began paying more attention 
to the Third Force Chinese in Hong Kong. Secret contacts were under- 
taken between unidentified Americans, including a Mr. Hartman, and 
such prominent Third Force elements as General Zhang Fakui, Xu 
Chongzhi, and Tong Guanxian. The Americans agreed to give substan- 
tial funds to the Third Force group, and promised a base of operation 
for the liberal leaders in the Philippines.*® In mid-1951, a CIA-operated 
secret training program was mounted in Okinawa, and about eighty 
young Third Force members were sent there for intelligence technique 
training under the guise of working for the Far East Development Com- 
pany in Guam. The project aimed at producing skilled Chinese agents 
and then parachuting them into Guangdong and Hainan Island. As it 
turned out, most of the agents who had been parachuted into southern 
China were either killed or captured. By late 1952, it was clear that the 
Third Force project was a total failure.*’ 

Perceivably, Taipei viewed the American covert support of these 
anti-Chiang Third Force Chinese with extreme uneasiness. Chiang 
Kai-shek personally regarded the CIA-backed, militarily-oriented 
training program as a potential threat to his political legitimacy, when 
he learned through secret channels that one reason why Washington was 
helping the Third Force was its mistrust of the Nationalist government. 
In other words, given the unreliability and incapability of the govern- 
ment under Chiang, Washington deemed it imperative to cultivate a 
new, Chiang-free political force in the event the Chinese Communist 
regime collapsed.** 
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The Third Force Chinese might be irksome, but to Chiang Kai-shek 
the gravest potential enemies were on the island. In the face of the pro- 
independence Taiwanese, the Nationalist government resorted to a 
carrot-and-stick approach. On the one hand, the massive arrest of chief 
leaders of the Formosa League for Re-emancipation (FLR) was under- 
taken just before the war broke out in Korea. After the Truman state- 
ment of June 1950, secret police action was undertaken throughout the 
island against those who were potentially opposed to the Nationalist 
rule, generally labeled as “communist spies.” In mid-August 1950, 
Premier Chen Cheng publicly admitted that around 15,000 people in 
Taiwan were taken prisoners in 1949 for “political reasons,” and up to 
mid-1950, 23,000 were arrested for the same rationale.®° This marked 
the beginning of a decade-long “white terror” on the island. 

On the other hand, Chiang was willing to take a softer, concilia- 
tory approach to pro-independence Formosans abroad. Around May 
1951, a close associate of Thomas Liao named Frank Lim informed 
the SCAP authorities that Chiang had sent Qiu Niantai, an old “half- 
mountainer” from back in the wartime era who was now serving faith- 
fully under Chiang, to make overtures to former FRL members in 
Tokyo. According to Lim, Chiang showed goodwill by soliciting Thomas 
Liao, now chairing the Tokyo-based “Formosan Democratic Indepen- 
dence Party,” and his associates, to rejoin the Nationalists. Chiang guar- 
anteed the security of their lives once they returned to Taiwan.*! A re- 
calcitrant Liao responded by issuing a public letter in August 1951, in 
which he vehemently denounced the legitimacy of Nationalist rule on 
Taiwan and, once again, advocated holding a UN plebiscite on Formosa 
to determine the island’s future.®* However, shifts in the East Asian 
political landscape after June 1950 marginalized Liao, making it very 
unlikely he could successfully challenge Chiang’s leadership. In 
hindsight, Chiang’s overture in 1951 might have triggered the gradual 
collapse of the Taiwan independent movement under Liao. In 1955 
several of Liao’s closest associates decided to break with him and re- 
turn to Taiwan, although it took until May 1964 for Liao to give up his 
political career in Tokyo and head back to Taiwan himself. 

Externally, as a relatively shielded environment became attainable, 
Chiang Kai-shek equally targeted his imagined rivals within the party 
and the government. Sun Liren, always an American favorite, was not 
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surprisingly Chiang’s prime target. In the weeks immediately fol- 
lowing the outbreak of the Korean War, there was a sudden increase of 
reports that Sun was “sheltering” communist spies in the Nationalist 
army.°* These reports were largely the result of a political commissar 
system, created and chaired by Chiang Ching-kuo, and much despised 
by Sun. Adding to Chiang Kai-shek’s uneasiness about Sun was a pro- 
posal from the MAAG around late 1951 that a joint operations center 
be created to coordinate military activities on Taiwan and the adjacent 
areas, with the chief of MAAG, General William Chase, and Sun Liren 
leading the command. Chiang categorically rejected this idea, viewing 
such an arrangement as a virtual surrender of his ultimate authority 
to the Americans and American-favored Sun. 

Although the Chiangs were eager to get rid of Sun, they also fretted 
over the resultant unfavorable reaction from the United States. It was 
not until 1955, after the military alliance was legally formed between 
Taipei and Washington that misfortune finally descended upon the 
much loathed general. In June 1954, Sun was first removed from his 
post as commander-in-chief of the Nationalist Ground Forces and made 
personal chief of staff to Chiang Kai-shek, a position without any real 
responsibility. In August 1955, charges were suddenly filed against him 
in connection with the activities of a trusted subordinate who had 
confessed to being a communist agent and to having plotted a coup 
against Chiang. Thereafter, Sun was under house arrest for more than 
three decades until exonerated in March 1988, shortly after the death 
of Chiang Ching-kuo. It now became apparent that the entire episode 
was fabricated in order to sap Sun Liren of all his remaining authority 
and influence. 

The other target which the Chiangs, particularly Ching-kuo, in- 
tended to remove was K. C. Wu, another American favorite. If Chiang 
Kai-shek’s removal of Sun Liren stemmed largely from the immense 
military influence Sun had enjoyed and the unique relations he had 
with the Americans, then their desire to get rid of Wu was primarily 
based on the incompatible political ideology between the Chiangs and 
Wu. Like Sun, Wu was once a powerful figure whom the Americans 
found a promising candidate for reforming Taiwan, and whom the 
island-based Nationalist government desperately depended on in order 
to obtain U.S. aid. Because massive U.S. assistance to Taiwan was 
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practically guaranteed after the Korean War began, Wu gradually lost 
his importance. Meanwhile, his animosity toward Ching-kuo intensi- 
fied, when the latter was striving to expand the reach of the secret 
service throughout the island, thereby overshadowing Wu’s provincial 
administration.*’ In October 1952, the KMT completed its “party re- 
form” and held its seventh national congress. A new power structure 
was built around the Chiang father and son, with nearly three-fourths 
of the party congress members belonging to Ching-kuo’s faction. In 
1953, having sensed that his days in the Nationalist bureaucracy were 
only going to get more difficult, Wu resigned from the provincial gov- 
ernorship and flew to the United States.’ But the story did not end 
here. Around early 1954, rumors began to circulate that Wu had em- 
bezzled a large sum of government funds and lived a life of luxury in 
the United States. In March, Wu answered the accusations by publicly 
breaking with the Nationalist government, stating that the undemo- 
cratic policies in Taiwan were alienating other countries from sup- 
porting its efforts to regain mainland China. Wu specifically defamed 
Ching-kuo, denouncing his use of secret police on the island and criti- 
cizing the harmful effects of political pressures on the military.” The 
political battles across the Pacific lingered for quite a while, deeply 
hurting the images of both the Nationalist government and a onetime 
promising political star. 


THE NATIONALIST MILITARY TRANSFORMED 


During the crucial months surrounding the outbreak of hostilities in 
Korea, both Charles Cooke’s privatized policy guidance and the subse- 
quent U.S. military assistance at an official level played a crucial part 
in reconfiguring the Nationalist military in Taiwan. At first glance, 
this U.S.-driven transformation improved Chiang Kai-shek’s military, a 
prerequisite for the success of future military operations. From a critical 
historical perspective, however, a gradually transformed Nationalist 
military buildup inadvertently led to the making of a Nationalist China, 
whose scope of territorial control, in retrospect, would be perpetually 
precluded from stretching beyond its current island bases. 

The first step toward a comprehensive Nationalist military 
institutional reform was Chiang’s effort to create a single chain of 
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command. As described in Chapter 7, in late 1950 Charles Cooke 
urged Chiang to combine the two existing military commands, making 
the ground forces and the Defense Ministry into one and vesting the 
ground forces with full authority. Cooke’s suggestion led Chiang to re- 
structure what had been a confusing command system. In April 1951, 
Chiang promulgated a statute aimed at organizing a new National De- 
fense Council to coordinate disputes between the military command 
and the administration.” But his inchoate policy planning gave rise to 
a fierce policy debate, if not power struggle, within Nationalist military 
quarters with no concrete results. In May 1952, pressured by the MAAG 
in Taipei to create a clearer chain of command in the defense establish- 
ment and to improve military efficiency, Chiang ordered that a new 
organic law be put into effect without benefit of the normal legislative 
procedures. Accordingly, the National Defense Council was officially 
established, patterned after the National Security Council in the United 
States. A reorganized Office of the Chief of General Staff was placed 
under the Defense Ministry for administration and policy matters but 
directly responsible to Chiang in matters of command.” 

In May 1954, the National Defense Council was reshaped into a 
formal meeting ground where top military and civilian officials could 
work on Taiwan's key economic, mobilization, and strategy issues. The 
new hierarchy, said British consular personnel in Taiwan, was an ad- 
mirable attempt to prevent any one individual from wielding too much 
power by putting a personal enemy or rival in a position in which his 
decision could be blocked.” A correlated arrangement transferred hith- 
erto undefined responsibility for the military budget and legal matters 
to the Defense Ministry. The Nationalist military and security policy 
planning was now institutionalized.” 

Both the American embassy and MAAG in Taipei welcomed these 
institutional changes. From Washington’s perspective, transferring con- 
trol of the military budget to a Defense Ministry that was constitution- 
ally under the Executive Yuan greatly strengthened the civil-executive 
segment of the government, making greater civilian participation in 
military budget matters possible. Indeed, when MAAG was officially 
launched in Taipei in May 1951, introducing sound control of the mili- 
tary budget into the Nationalist hierarchy was one of its major tasks. 
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In February 1951, instead of accepting the $158.2 million aid rec- 
ommended in the Fox report commissioned several months prior, the 
Pentagon was only willing to approve a total of $71.2 million in equip- 
ment and supplies for the Nationalist military for the fiscal year 1951.” 
Before delivering this aid, chiefs in Washington were determined that 
the aid should be a lever to obtain the desired political readjustments 
in Taiwan. One target, therefore, was fostering Taiwan’s financial sta- 
bility so as to create a productive, balanced economic system that 
would not be used solely for a return to the mainland. In addition, the 
Nationalists were required to implement “maximum self-help” and to 
realize that the United States would not foot the bill for any “reckless 
diversion” of the island’s resources to unjustified military expendi- 
tures. It was also decided in Washington that the MAAG in Taipei, to 
be established within weeks, would be responsible to administer the 
aid program and other related issues.” 

To bring Taiwan's military budget under U.S. control, and to reduce 
the island’s unusually high military expenditures—7o percent of the 
total budget for the island—policy designers in Washington had shown 
little sympathy toward aid to the Nationalist authorities. Assistant Sec- 
retary of State for Far Eastern Affairs Dean Rusk argued that, to fulfill 
these goals some “serious arrangements” were necessary and justified, 
even if their implementation encroached on Nationalist Chinese sover- 
eignty.’° By May 1951, a much more explicit demarché had been formu- 
lated in this regard as a result of a series of cross-department debates in 
Washington. In general, MAAG would be fully responsible for control- 
ling U.S. military aid to Taiwan and the island’s military expenditures. 
The Economic Cooperation Administration (ECA) mission on Taiwan, 
backed by MAAG, would exert its influence vigorously and firmly in the 
recently established, U.S.-driven Economic Stabilization Board (ESB) to 
improve Nationalist fiscal policies and practices. If General Chase en- 
countered obstacles in exercising necessary control, the State and De- 
fense departments would join hands to pressure Taipei into concession.” 

A State Department aide-mémoire based on the above rationale was 
presented to the Nationalist Foreign Ministry on July 20, 1951. It re- 
quested that Taipei devise effective procedures for supervising and con- 
trolling budgets and spending by all levels of government for military 
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8.3 Chiang Kai-shek’s first meeting with General William Chase (right), chief of 
the U.S. Military Assistance Advisory Group in Taiwan, in the spring of 1951. 
(Courtesy of the KMT Party History Institute} 


and civilian purposes. It concluded by stating that no proposed U.S. mil- 
itary and economic aid would be forthcoming until such procedures 
were achieved.” Chiang Kai-shek, infuriated at Washington’s intrusive- 
ness, confided to his personal diary that he worried and wept at night at 
the thought that control of his military budget would henceforth be in 
the hands of the Americans. At one point, Chiang pondered rejecting U.S. 
aid so as to keep the nation’s sovereignty and autonomy intact.” 

It soon turned out that the Nationalists had no choice but to yield. 
Ten days after the aide-mémoire, Karl Rankin expressed his deep con- 
cern to the Nationalist government over the proposed conscription of 
15,000 local Formosans into the army. Rankin deemed the plan politi- 
cally helpful to Taiwan’s defense but detrimental to the island’s al- 
ready dangerous finances. The Nationalists grudgingly compromised 
by cutting the number of scheduled conscripts in half.*° Shortly after- 
ward, when both Rankin and General Chase learned that the Nation- 
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alist government was planning to raise money and reduce deficits 
through compulsory savings (up to NTD 150 million) under a scheme in 
which local businessmen and the public would exchange cash for op- 
tions on stock in government industries, they again jumped in with ob- 
jections. Both Rankin and Chase worried that the new program would 
result in overall dissatisfaction, especially from the farmers, and might 
generate a serious economic drain on the public affecting its productive 
spirit.*! To halt the saving scheme, Rankin urged Washington to offer 
Taipei an alternative: the establishment by the ECA in Taipei in coop- 
eration with the Bank of Taiwan of a fund of between $4 million and $7 
million, taken from ECA appropriations. The new fund would enable 
an increase in the foreign exchange sales available to private importers 
and to industrialists in Taiwan for the importation of prescribed cat- 
egories of commodities and industrial equipment. Such an action, 
Rankin trumpeted, would result in a total sales increase of approxi- 
mately the same amount as put into the operation, with the result of a 
prompt increase in local currency availability, which would then be 
loaned by the Bank of Taiwan to the Nationalist government.*” 

The State Department quickly approved Rankin’s idea, and sent the 
proposal to the Nationalists. In conjunction with this new formula was 
the delivery of another memorandum around the same time, officially 
requesting that MAAG be given full permission to participate in Tai- 
pei’s budget preparations, including the spending of Nationalist and 
American resources for military use.8? Having sensed that Washington 
was serious about its goals, as demonstrated by the sluggish flow of the 
promised materiel deliveries, a sober and pragmatic Chiang Kai-shek de- 
cided to compromise so as not to jeopardize Taiwan’s national defense 
interests and the desperately needed military aid. On October 12, 1951, 
despite dissenting voices among his subordinates, Chiang grudgingly 
agreed that Taiwan’s military budget would be prepared in consultation 
with MAAG and then referred to the U.S.-influenced ESB for further 
action. The Nationalist government would meanwhile seek MAAG’s 
“advisory assistance” in matters relative to its budgeting details at the 
national level. With regard to the government budgets at local (county 
and village) levels, Chiang also agreed that general principles would be 
worked out jointly by the ESB and the provincial government.** As 
Rankin revealed in his confidential dispatch to Washington about 
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what he had heard from top Nationalist circles, although outwardly 
“stubborn and old-fashioned” and extremely unhappy about an in- 
creasing degree of U.S. control over Taiwan, Chiang was nevertheless 
“in a mood to secure almost anything” which might lead to better 
days for his anti-Communist maritime redoubt.* 

It was a crucial watershed for U.S. policy toward the Nationalist 
government and toward Chiang Kai-shek in particular. In a directive 
to U.S. representatives in Taipei, Dean Acheson, like it or not, had to 
acknowledge Chiang as the “paramount leader of Free China,” exer- 
cising strong influence.®® When the status of the once-abandoned and 
loathed Chiang had again been recognized, the security of the Taiwan- 
based Nationalist China could become more consolidated. And yet 
the price that the Nationalists had to pay was high: They would no 
longer enjoy absolute autonomy in deciding the nation’s outstanding 
issues, particularly those of the military. From a perspective of realpo- 
litik, Chiang’s compromise in October 1951 provided the Americans 
with both the justification and the opportunity to participate in ESB 
and its subcommittees, making them able to influence and have access 
to records in the Nationalist government’s auditing and other agencies. 
From the American point of view, Chiang’s subdued response, as Karl 
Rankin had hoped, established the principles that would enable the fur- 
ther development of detailed mechanisms for effectively implementing 
policy on the island.’’ Although Chiang gave up some sovereignty in 
control of Taiwan’s national budget, he regained American support. 
On the other hand, Washington probably had recognized that now only 
Chiang could guarantee compliance with its demands and also remain 
in control. This model of bilateral cooperation, although not always a 
perfect one, would continue for decades to come. 

Toward the end of 1954, Taiwan’s economic and monetary picture 
had noticeably improved. Local commodity prices had generally stabi- 
lized, government budgets were approximately in line with revenues, 
and production in most areas of the island had reached their highest 
levels since 1949.88 Still, the most salient transformation was in the 
military. By the autumn of 1952, at MAAG’s insistence, the Nation- 
alist ground forces in Taiwan and the Pescadores were reorganized, 
from ro armies of 31 relatively weak divisions into ro armies of 21 
combat-ready and better-equipped divisions.® This military reorgani- 
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zation, as the British consular staff in Taiwan observed, the Nation- 
alist leaders found “very hard to swallow.” In the eyes of the British, 
MAAG was the obvious winner in the strenuous seesaw battle with 
the Nationalists. Although Chiang Kai-shek’s officials might complain 
about American highhandedness, they may have been convinced that 
their government must toe the financial line by compiling and pre- 
senting a rational military budget.”! 

The improvements in the Nationalist military institutions were 
also impressive. Following the creation of the National Defense Council 
in May 1952, the Nationalist authorities began instituting civil proce- 
dures to strengthen its internal auditing function in the military. By 
late 1953, with advisory assistance from MAAG, full responsibility and 
authority were vested in a single agency, the Defense Ministry’s Bu- 
reau of Budget, rather than divided among several independently oper- 
ated military bodies.”* In the meantime, Chiang Kai-shek granted the 
ESB broader powers in matters relating to the budget. With the in- 
creased influence of MAAG, the U.S. embassy, and the ECA mission 
in Taipei, the ESB evolved into an efficient and powerful organ for es- 
tablishing Taiwan’s economic policies.” 

In the early 1950s, as the Nationalist Chinese military underwent 
a dramatic transformation based on the American line, resistance from 
the Nationalist leadership was inevitable. A case in point is the con- 
troversy surrounding the political commissars overseen by Chiang 
Ching-kuo.” MAAG decided that the commissars, who were also 
watchdogs and informers, had engendered fear, suspicion, and timidity 
within the Nationalist forces. In addition, MAAG believed that Ching- 
kuo directed not only the system but also the secret police throughout 
the island.” When General Chase proposed abolishing the system, 
Chiang Kai-shek refused. But when Chase proposed a MA AG “advisory 
committee,” attached to the Taiwan Provincial Peace Preservation (Po- 
lice) Corps, as a first step in checking Ching-kuo’s growing influence in 
the military, a reluctant Chiang consented to detailing MAAG “liaison 
officers” to the corps headquarters.”° 

By the end of 1954, MAAG’s influence was such that, as Karl Rankin 
reckoned in a cable to the State Department, the idea of a detailed re- 
view by MAAG of Taiwan’s military budget and fiscal planning before 
it was submitted to the Nationalist legislative branch had been firmly 


194 ACCIDENTAL STATE 


rooted.” In addition, with the arrangement of a series of ad hoc “MAAG 
agreements” between Taipei and Washington in 1951 and 1952, the 
Americans were given permission to use airfields and port installations 
on Taiwanese soil, and other necessary assistance and facilities. By 
1954, these MAAG provisions had been rapidly extended to other U.S. 
military units assigned to Taiwan to assist in the joint defense of Na- 
tionalist China, including the shore-based elements of the Seventh 
Fleet, the Formosa Liaison Center, CINCPAC coordinating groups, and 
a squadron of U.S. Air Force fighters assigned on a rotational basis, all 
under the aegis and supervision of the powerful MAAG.”8 

Chiang Kai-shek and his top aides, however, were resentful. And 
the feelings may have been mutual. During the last months of 1953, 
for example, the U.S. representatives in Taipei were angry when they 
learned that the Nationalist government had approved its military 
budget for the next fiscal year without a prior review by MAAG. From 
the U.S. point of view, that act constituted a serious breach of faith, 
and a series of protests were lodged with the Nationalists.’ To pacify 
the Americans, Chiang explained that the submitted budget was 
merely a formality at its early stage and that the figure could not in 
any event be finalized before he had had the chance to review and ap- 
prove it. Chiang then agreed that a finalized and re-estimated military 
budget would be prepared for MAAG’s review within weeks.! The re- 
sult of this “re-estimation” was a budget cut (from the original New 
Taiwan Dollars 1,100 million to New Taiwan Dollars 919 million), plus 
an aide-mémoire from the State Department reminding Chiang that 
no additional budget items were permitted unless sufficient funds were 
available through increased revenues and that they must be preap- 
proved by MAAG."°! 

In retrospect, Chiang Kai-shek’s institutional changes in Taiwan’s 
military in the early 1950s, although largely driven by the United 
States, considerably enhanced the efficiency and transparency of a hith- 
erto inadequate Nationalist military establishment. Chiang might 
have found it hard to accept the gradual “Americanization” of his mil- 
itary forces. In the long run, however, an “Americanized” Nationalist 
military establishment might best serve Taiwan's security interests in 
the Cold War. Writing and publishing in 1961, ten years after MAAG 
was first set up in Taipei, Chiang’s senior defense officials wrote that 
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General Chase and his staff had established a sound comptroller, au- 
diting, and budgetary system in the Nationalist military." And yet, 
viewed from another angle, such changes also indicated that, hence- 
forth, Chiang’s military strength and capability would be based largely 
on, if not confined to, resources from the United States. As shown in 
Chapter 9, Chiang’s dream of counterattacking and retaking the main- 
land was not entirely a fantasy: Military operations of varying degrees 
against Communist China were under consideration. The reality was, 
however, that a successful military operation could not be achieved 
without U.S. support and consent, ironically just as a permanent 
Taiwan-based Nationalist China was taking shape and the Nationalist 
military’s quality and policy formulation were at their highest levels 
since its disastrous defeat in the civil war and for the first time in Chi- 
na’s modern history. 


9 


Between Mainland 


and Maritime Strategies 


IN THE MONTHS immediately after the outbreak of armed conflict in 
Korea, Chiang Kai-shek was busy inspecting military forces and lec- 
turing his officers throughout Taiwan, a sort of muscle flexing aimed at 
boosting public morale and readying the people on the island for a mil- 
itary recovery of the mainland. Although in early July 1950 the Truman 
administration turned down his offer of 33,000 Nationalist forces to 
fight in Korea under General MacArthur, Chiang was deeply con- 
vinced that the fate of his government was now closely bound with the 
situation on the Korean Peninsula. Shortly after the UN crossed the 
38th parallel in the first week of October, Chiang learned from his own 
intelligence sources and the SCAP headquarters that Beijing had begun 
mobilizing some 400,000 soldiers in Manchuria to be transferred to 
the North Korean border. Chiang sensed that an armed clash between 
the PRC and the United States was inevitable, although he was still 
unsure whether such a clash would eventually result in a general war.! 

In early November, when the news confirming Chinese Communist 
intervention reached Taipei, Chiang deliberated on follow-up strategies. 
For the Nationalists in Taiwan, the best case scenario seemed to be their 
participation in the Korean War, thereby placing them in a stronger and 
more advantageous position vis-a-vis future development in the Far East.” 
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Chiang outlined several key demands in the event that Washington 
wanted the Nationalists to join the war effort. Among the most crucial 
points was an American guarantee that the Nationalist troops would 
be allowed to enter Northeast China via the Korean Peninsula, and that 
territorial and administrative integrity be respected after the National- 
ists regained control on the mainland. Meanwhile, Chiang also found it 
important to secure a promise from Washington that the U.S. govern- 
ment would cease their support of the Third Force Chinese in Hong 
Kong, which had been undermining his political legitimacy. 

Indeed, as Communist China entered the Korean War, Chiang Kai- 
shek’s bargaining position was momentarily strengthened. At the Pen- 
tagon, the idea of throwing 33,000 Nationalist troops into the battle 
field resurfaced, and Taiwan’s geopolitical significance once again be- 
came a focal point of discussion, if not debate, in Washington’s Far 
Eastern military and security strategy formulation.* But in Taipei, 
Chiang Kai-shek had a surprisingly sober estimate of the overall situ- 
ation. He prophesied rather precisely that Washington would in its final 
analysis reject using his ground forces in Korea, let alone their entry 
into Manchuria. Writing in his personal diary around early November, 
Chiang foresaw that undertaking a limited degree of Nationalist naval 
or air operations along China’s coastal provinces as a way to distract 
the Communists might be the only practical way for the island-based 
Nationalists to contribute to the war effort.® 

Chiang’s sangfroid was a vivid contrast to his and his government’s 
loud threats of an imminent counteroffensive against Communist 
China, but his inner sobriety and realism can be traced to recent events. 
Since 1949, when the defeated Nationalists retreated to Taiwan, Hainan, 
and the island groups off China’s southeastern coast, both the rapidly 
diminishing territorial control on the mainland and the transforma- 
tion of these islands as a new power base had prompted the Nation- 
alist authorities to gradually abandon their mainland-oriented military 
strategy. In June 1949, soon after Shanghai fell to the Communists, the 
Nationalists proclaimed the closure of territorial waters lying along the 
coast of Hebei, Shandong, Jiangsu, and Zhejiang provinces, including 
key ports such as Tianjin, Shanghai, Wenzhou, and Ningbo. Forbidding 
entry into these port cities, the Nationalists warned that they would 
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take prompt action against violators and that responsibility for any re- 
sulting harm would rest with the violating vessel. Despite protests 
lodged by foreign countries, such as the United States and Britain, the 
Nationalists in February 1950 extended the blockade to cover the 
southern part of China, including the ports of Fuzhou, Amoy, Swatow, 
and Guangzhou. 

During this critical period, although the Nationalist military 
lacked the strength to launch effective counterattacks on the main- 
land, its navy was at least able to stop and search ships flying the flags 
of either Nationalist China or the PRC in the territorial waters sur- 
rounding Taiwan and other Nationalist-controlled isles to prevent mil- 
itary supplies from reaching Communist-held ports.’ The shelling of 
an American merchant ship Flying Arrow off Shanghai in early January 
1950, along with mine-laying operations conducted by the Nationalist 
Navy in waters off Shanghai, as the CIA observed, demonstrated the 
Nationalists’ weak but still functional naval capacity. Meanwhile, 
during the months before the outbreak of the Korean War, given Chiang 
Kai-shek’s reliance on Charles Cooke and his STP staff, and the admi- 
ral’s specific emphasis on strengthening Taiwan’s naval defense, land- 
mindedness had gradually given way to sea-mindedness on the part of 
the island-based Nationalists so as to fit into a changed military envi- 
ronment. As a result, the maritime strategy, the main spirit of which 
was to check Communist operations in China’s littoral areas and de- 
fend the KMT island redoubts, had irreversibly taken root and become 
an inevitable choice in the Nationalist strategic thinking and policy 
formulation.’ 

After Communist China entered the Korean War, a continued Na- 
tionalist imposition on the closure of its territorial waters and key ports 
under Communist control was now in the interest of the United States. 
When President Truman ordered the Seventh Fleet to intervene in the 
Taiwan Strait, military chiefs in Washington believed that this did 
not require a cessation of Nationalist naval activities.!° Rather, as the 
Fox mission concluded in its report of September 1950, the Nationalist 
Navy, operating alone, would be of particular value to the United States 
should the efforts of the Seventh Fleet be reduced due to other commit- 
ments at some critical period.'! From a broader strategic perspective, as 
George Kennan argued forcefully in his two separate memoranda to 
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Dean Acheson in the summer of 1950, after the war broke out in Korea, 
one troublesome issue confronting the United States was its serious lack 
of information in the Communist-controlled coastal areas. Although by 
no means confident about Chiang Kai-shek and his leadership, Kennan 
held that a well-trained Nationalist force under U.S. control could im- 
prove the current “highly dangerous and not really tolerable” situation 
in the Far East.!* In other words, utilizing Nationalist military strength 
to monitor mainland China, rather than for the war in Korea, would 
best serve such a purpose. 


RECONQUERING THE MAINLAND: WHO NEEDED IT? 


It is important to note that, when the Korean War stood out as the most 
imperative issue confronting the Truman administration, military 
chiefs in Washington were no less impulsive than their Nationalist 
counterparts in planning a counteroffensive against the PRC. Although 
it was Chiang Kai-shek who dreamed of a military recovery of the 
mainland, it was the Pentagon who began transforming Chiang’s mil- 
itary slogans into detailed courses of action. On December 27, 1950, a 
national intelligence estimate commissioned jointly by the State De- 
partment, army, navy, and air force looked unfavorably on the possi- 
bility of deploying Chinese Nationalist troops in Korea. It argued that 
the use of Chiang’s forces would remove whatever chance might re- 
main of a political solution to the Korean conflict and would make 
Washington’s policy of neutralizing Taiwan more difficult. More prac- 
tically, since a majority of UN nations would simply reject such an 
idea, deploying Nationalist troops would give impetus to, or at least 
providing the pretext for, increased militancy on the part of Commu- 
nist China, which in turn might develop into a global war.'* 

And yet, as the situation in Korea worsened after Mao Zedong re- 
jected the UN cease-fire resolution, the U.S. Joint Strategic Plans Com- 
mittee issued a report calling for the creation of conditions that would 
bring about “the eventual overthrow of the Chinese Communist gov- 
ernment.” To reduce Communist Chinese military capability with 
a minimum expenditure of U.S. forces and resources, and to contain 
Communist forces within mainland China, the U.S. Army proposed a 
three-phase operation to be undertaken largely by the Nationalist 
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troops in Taiwan. The first phase (within six months) would secure 
Taiwan with the currently available forces, followed by a military mis- 
sion that would provide logistical support for Nationalist forces. The 
second phase (from the next six months, up to 18 months) would in- 
tensify and augment guerrilla and subversive activities on the Chinese 
mainland to undermine Chinese Communist armies, build up Nation- 
alist forces for anticipated operations on the mainland, and liberate 
Hainan Island with Nationalist Chinese forces. The third and final 
phase would encourage and supply Nationalist Chinese forces so they 
could conduct operations on the mainland and overthrow the Commu- 
nist regime.! 

The army version of that course of action was supported by both 
the navy and the air force, whose hawkish chiefs promoted the imme- 
diate removal of the restrictions imposed by President Truman (after the 
war in Korea} on deploying Nationalist forces against the Chinese Com- 
munists.!° A month later, on January 27, 1951, the Joint Strategic Plans 
Committee completed another thorough investigation of a probable Na- 
tionalist counteroffensive against the mainland. The committee reem- 
phasized its previous stance, arguing that if the Nationalist forces pro- 
vided with effective leadership, modern equipment, and strong logistic 
support, their deployment in any war with Communist China would be 
“most desirable from a military viewpoint.” The report underscored 
the fact that the Nationalist forces constituted the only immediately 
available ground forces for use on the mainland, and that their accep- 
tance and use would inspire hope among millions of non-Communist 
Chinese on the mainland and non-Communist sympathizers throughout 
Asia. In the most optimistic scenario, the report delineated how, with 
strong and active logistical support of landing operations by U.S. air and 
naval units, the Nationalists could maintain several large-scale guer- 
rilla bases in South China. By coordinating with amphibious operations, 
the Nationalists could also retake and hold airstrips in such south- 
western provinces as Guangxi or Yunnan; thus widespread guerrilla 
activity could be fostered in an area that had previously been difficult 
for the central authorities to control. The 10,000 to 15,000 troops 
would remain ashore in South and Southeast China for an extended 
period of time, sowing seeds of rebellion that might in the long term 
succeed in overthrowing the Chinese Communist regime but in the 
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short term would keep perhaps one-third of the Communist first-line 
troops busy, in addition to an estimated one-third of the Communist 
second-line troops currently engaged against guerrillas on the main- 
land. In its final analysis, the report claimed that, if taken in conjunc- 
tion with the other courses of action now under consideration for the 
Far East, the combined results might well distract Communist Chinese 
attention from Korea; eliminate Communist logistic support in Indo- 
china; deny all of China south of the Yellow River to communism, dis- 
rupt the economy in the remainder of China; banish the threat of armed 
aggression in other parts of Asia; reduce the effectiveness of Commu- 
nist Chinese military forces; and counter the myth of communist in- 
vincibility throughout the world.'® 

As discussions about a possible Nationalist military counterattack 
were undertaken in Washington and awaiting a conclusion, Chiang Kai- 
shek was working hard to avoid such a possibility, at least for the time 
being.’ Jay Taylor points out that, at this stage, a U.S.-PRC war involving 
Taiwan could end up in a stalemate and thus be a further incentive for a 
Beijing-Washington détente, in which case Chiang and Taiwan would 
likely end up worse off.!8 More realistic reasons, however, might lead 
Chiang to eschew a war at any cost. On January 8, 1951, he admonished 
core members of the KMT Central Reform Committee to dispel any il- 
lusions they may have had about the timing of the war in Korea making 
it possible to mount military offensives against the mainland. Without 
first strengthening their central power and consolidating their revolu- 
tionary base, Chiang warned, any prospect of victory would prove to 
be short-lived or unrealistic.!° 

Behind this unusual cautiousness lay a deeper political calculation. 
In early 1951, when State Department bureaucrats considered the best 
course of action against the Chinese Communists, they favored first 
replacing Chiang Kai-shek. In a top-secret memorandum dated Jan- 
uary 24, they urged President Truman to set up a “central operations 
group” that would utilize and augment existing anti-Communist re- 
sistance forces on the mainland. In the meantime, the memorandum 
went as far as proposing that Washington undertake the “alteration of 
the leadership on Formosa” on an urgent basis. To achieve this end, it 
was believed that a coup d’état following preliminary measures to as- 
sure suitable conditions would best serve the U.S. interests. “With the 
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removal of the Generalissimo and the more undesirable of his cronies,” 
some of Acheson’s aides advocated, “the Chinese on Formosa will ac- 
commodate themselves to the new circumstances as indicated by the 
United States” and would establish a regime more generally suitable to 
the purposes of mainland recovery. Following the changes in the lead- 
ership in Taiwan, the State Department staff further proposed that 
a small training and operations group be established there to revamp 
the command structure, train amphibious landing teams and other 
ground forces, provide logistical support, and, most important of all, 
provide any necessary liaison between the new Taiwanese regime and 
the U.S. military establishments.° 

These ideas might sound too wild to be executed and may have been 
hypothetical in nature, but they touched into the most sensitive nerve 
of the KMT power structure. Sun Liren, obviously aware of Washing- 
ton’s plans for military operations against the mainland, had, since 
early January 1951, worked to persuade Chiang to entrust him with 
command power in the event of a military counterattack or, he said, 
he would consider resigning.”! In Chiang’s eyes, military recovery of 
the mainland was thus closely and delicately related to the Nationalist 
internal power structure in Taiwan and thus must be handled with ex- 
treme care. Chiang surely knew that, were a counteroffensive to occur 
under U.S. patronage, Sun, always the Americans’ favorite, would play 
a major role. To have Sun catapulted into a higher position and take 
over command of the Nationalist military was the last thing Chiang 
wanted.?? 

It therefore came as no surprise that, despite being militant about 
recovering the mainland in his official rhetoric, Chiang privately in- 
structed his military staff to prepare for Taiwan’s “defense.” In a 
meeting with his military staff on January 17, 1951, Chiang posited that 
were the UN to be driven out of Korea the Chinese Communists would 
redirect their attention to Taiwan. In his worst-case scenario, Taiwan 
would be massively bombed in March, followed by an amphibious in- 
vasion, probably in May.” To Chiang, it was ironic indeed that the 
safety of his island redoubt had occurred largely because the U.S. Army 
in Korea was under threat of a massive Communist Chinese offensive. 
Although Chiang was delighted that Taiwan was now included in 
America’s defense perimeter, he saw making Taiwan a U.S. military 
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launching pad against China as foolhardy, particularly when the dis- 
tinction between the island at risk and its government were blurred in 
the minds of Washington policymakers and when the Nationalist lead- 
ership was just about to be restructured. In early December 1950, con- 
sidering the tension on the Korean Peninsula, a wary President Truman 
noted in his diary that “I’ve worked for peace for five years and six 
months and it looks like World War III is here.”?* Truman probably 
never realized that the man widely perceived as longing for that very 
World War III had quietly placed his Nationalist regime and power con- 
solidation on Taiwan, rather than engaging in a risky war with Com- 
munist China, as a top priority. 

In February and March 1951, in the darkest hours of the UN mili- 
tary action in Korea, a flurry of policy planning concerning using 
Nationalist Chinese forces to relieve pressure on the peninsula was 
underway among Washington’s top military and intelligence brass. 
Under consideration was America’s covert support of the alleged 
700,000 anti-Communist guerrillas on the mainland, some 300,000 of 
whom professed allegiance to the Nationalist authorities.” In Taipei, 
Karl Rankin and Charles Cooke were sounding out Chiang’s top aides 
on how best to utilize Nationalist troops “in areas outside Taiwan,” as 
well as how to transform the island into a UN base of operations in the 
Far East. Rankin urged the State Department to reach a firm agreement 
with Taipei that would make it possible to use Nationalist forces in 
South China when and if the Chinese Communists invaded Indochina. 
Cooke went one step further, trying to persuade Chiang to launch an 
immediate expeditionary operation to recapture Hainan Island as the 
first step toward recovering the entire mainland.?ć 

Discussions of what role the Taiwan-based Nationalists should play 
during the Korean War occurred not only in Washington’s executive 
branches but also in Congress. On February 12, 1951, House minority 
leader Joseph Martin delivered an inflammatory speech in New York, 
charging that President Truman was preventing “800,000 [sic] trained 
men” in Taiwan from opening “a second front in Asia,” declaring that 
there was “good reason to believe” that General MacArthur and “people 
in the Pentagon” favored this as “the cheapest operation” that could 
be mounted in the Far East. On March 8, the congressman sent Mac- 
Arthur a copy of his speech, inviting comment.”’ Two weeks later, 
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MacArthur echoed Martin’s call for a U.S.-backed second front on the 
Chinese mainland using Nationalist forces, arguing that such a strategy 
was in conflict neither with “logic” nor the “tradition” of invariably 
“meeting force with maximum counter-force.” When the statement 
reached extremely partisan Washington, it stirred a political earth- 
quake that would seal the general’s fate. On April 11, an agitated 
Truman relieved MacArthur of his command.”® 

One would think that Chiang Kai-shek would have been worried 
about losing such a strong supporter of the Nationalist military re- 
covery of the mainland. But on hearing of MacArthur’s dismissal, 
Chiang wrote that although he felt sorry about the injustice done to the 
general, he was having “more joy than worry” (leduo youshao) about 
future developments.” Considering that a substantial amount of mili- 
tary aid promised by Washington was pending, along with the potential 
challenges from Sun Liren and perhaps other members of the Nation- 
alist military over who would lead the military command, Chiang 
thought it out of the question to adopt an immediate mainland strategy, 
the price of which might be his paramount leadership within the Na- 
tionalist hierarchy and Taiwan’s national security.°° Chiang’s best 
policy, therefore, was to keep the extent of the mainland counteroffen- 
sive acceptable and manageable so as to ensure the legitimacy of his 
rule in Taiwan, which was now also the symbol of “Free China.” It was 
also in Chiang’s best interest to capitalize on the momentum of the 
hoped-for mainland recovery to secure maximum U.S. aid for Taiwan's 
defense at a time when no comprehensive military action was being 
taken and thus avoid risking his leadership.*! In hindsight, Chiang’s 
reluctance to contemplate mainland recovery at the height of the Ko- 
rean War may have inadvertently shaped Taiwan's military as defensive 
rather than offensive in nature, providing a basis for Washington’s read- 
iness to reach a mutual defense pact with Taipei in late 1954. 


THE HAINAN OPERATIONS AND COASTAL RAIDS 


Although there was no shortage of Nationalist military planning to de- 
fend Taiwan, it was not until July 1951, more than twelve months after 
the war in Korea had begun, that Nationalist military chiefs, with ad- 
vice from Admiral Charles Cooke, came up with a relatively detailed 
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scheme for a military counteroffensive against the Communist main- 
land, code-named “3-7-5.” According to that plan, “once readily pre- 
pared” the Nationalist forces would launch amphibious landings on 
Hainan Island and the Fujian provincial coast, where preliminary 
beachheads could be created for follow-up operations.?? Chiang’s re- 
action to the plan, however, was tepid. He scolded his military subor- 
dinates for the limited geographic scope of the proposed military 
operations and ordered a reevaluation. Privately he began to wonder 
whether any mainland counterattack would occur during his life- 
time. On August 8, a week after the proposal was presented, Chiang 
admitted in his diary that the restoration of the country was “almost 
impossible” in the foreseeable future and that henceforth every plan 
must be designed “for the success of my successors, not for my own 
success.”?? When Cooke pursued the issue of retaking Hainan with 
Chiang in late 1951, an unimpressed Chiang grumbled privately that 
the idea was a plot hatched by the Western imperialists to fulfill their 
goals at the expense of Nationalist military strength.*4 

It was thus understandable that, as early as 1952, some core intel- 
ligence staff in Washington began doubting Chiang Kai-shek’s inten- 
tion to recover the mainland. In February 1952, the Joint Chiefs of Staff 
proposed “a show of force” along China’s coast to enhance the U.S. 
position with Beijing in the Korean theater, once again seriously con- 
templating the use of Nationalist forces.*° In its analysis, the Pentagon 
believed that the Nationalists’ recapturing Hainan would be militarily, 
psychologically, and logically valuable to the United States in containing 
the Chinese Communists’ aggression in Southeast Asia. Seizing Hainan 
would both divert Chinese Communist forces from Korea and raise the 
morale of all anti-Communist Chinese. Strategically, returning Hainan 
to Nationalist control would make it a base for counter-operations and 
for possible future land, sea, and air action against the mainland.*° 
Thus a new directive was sent from Washington to MAAG in Taipei 
recommending that the current training programs for the island be 
expanded to provide for the possibility of two Nationalist army divi- 
sions in areas outside Taiwan.°’ 

Chiang, however, outwitted the increased U.S. pressure to retake 
Hainan by ordering his military staff to formulate a counterproposal, 
in which the main targets for the preliminary landing operations (were 
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these to be undertaken) remain concentrated on the Fujian littoral, 
with Fuzhou as the focal point. If the situation improved, Chiang would 
consider extending military operations as far north as Shanghai and 
Nanjing and as far south as Guangzhou. Against the Pentagon’s express 
wishes, Hainan was not even mentioned in this latest policy design.** 
On March 26, 1952, General Frank Merrill, one of Joseph Stilwell’s 
closest lieutenants during World War II and now a representative of 
Washington’s military intelligence establishment, arrived in Taipei to 
meet with Chiang Kai-shek.*’ In their discussions, Merrill emphati- 
cally expressed Washington’s grave concerns that Chiang did not want 
any kind of military counterattack. Chiang was shocked but neither 
admitted nor denied that he was against a counterattack, only con- 
firming that recapturing Hainan was indeed the last thing he had on 
his mind.*° 

As the war in Korea entered a stalemate in the spring of 1952, pres- 
sure from Washington for a prompt and effective Nationalist operation 
to retake Hainan escalated. In May, Admiral Arthur Radford, leader 
of the U.S. Pacific Command, visited Taipei and tried to persuade 
Chiang Kai-shek to undertake the Hainan operation. Radford’s visit 
greatly alarmed the British consular staff on the island, who viewed 
his presence as an indication that Washington might “de-neutralize” 
Taiwan, assist in the Nationalist military actions along the Commu- 
nist China coast, and accept Nationalist military help in Korea. British 
apprehension further intensified when there was a coincident renewal 
of inflammatory talk about “mainland recovery” within the KMT 
party.*! 

The true scenario, however, proved rather different. During the 
meeting between Chiang and Radford, the initially amicable discus- 
sion took on a sour tone. The admiral underscored Hainan’s strategic 
value, including its importance to the worldwide anti-Communism 
cause. Chiang argued that any attempt to retake the island would cost 
Taiwan at least ten divisions of armed forces, in addition to year-long 
efforts to eradicate local Communist influence and consolidate the 
new power base, all of which Chiang thought too high a price to pay. 
Radford found it ridiculous when Chiang told him that, while recon- 
quering the mainland would boost the Nationalist morale, recapturing 
Hainan could only do the opposite.“ Later, when William Fechteler, 
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the U.S. Chief of Naval Operations, and, again, Arthur Radford visited 
Taipei and urged Chiang to occupy Hainan under U.S. sponsorship, 
Chiang remained unmoved.*’ Even the British came to see that the in- 
cessant pressure was from the United States on the Nationalists, not 
the other way around. In his field report to London, the British consul 
in Tamsui, E. H. Jacobs-Larkcom, depicted the U.S. military representa- 
tives on Taiwan as in an “impudent mood,” prompting the Nationalists 
to further demonstrate their military capability against the Chinese 
Communists. Probably not fully aware of the details of the proposed 
Hainan operation, the British saw the U.S. toughness as a political ma- 
neuver to push the peace talks in Korea and to influence the presiden- 
tial election campaign at home.** 

While the Hainan operation stagnated, the marine-based raids along 
the Fujian and Zhejiang Coasts, backed by the CIA, were up and run- 
ning. In November 1950, several months before the Joint Chiefs of Staff 
had approved aiding guerrilla movements as a way to check the Chi- 
nese Communists, the CIA entered into secret negotiations with top 
Nationalist intelligence brass for a joint program to launch clandestine 
attacks against the mainland. The original plan, according to the now- 
declassified official Chinese files, was for the CIA to provide a well- 
trained Nationalist guerrilla unit of about a thousand men with enough 
ammunition to infiltrate and sabotage Communist military and other 
infrastructure facilities, particularly the railways, along China’s north- 
eastern and southeastern coastal areas. A small isle or two would be 
the secret base of contact between the CIA agents and leaders of the 
guerrilla unit, as well as the storage space for the ammunition provided 
by the CIA. Chiang approved the idea and designated his trustworthy 
intelligence chief Zheng Jiemin to handle the details.* 

Covert collaboration with the Nationalists along mainland China’s 
coastal areas had become even more imperative owing to the CIA’s 
failure to predict Communist China’s entry into the Korean War.*¢ In 
March 1951, CIA personnel began streaming into Taiwan under the 
cover of Western Enterprises Incorporated (WEIJ, a private military pro- 
curement agent for the Nationalist government. (Charles S. Johnston, 
who initiated the secret contact with the Nationalists, became the 
president of the Pittsburgh-headquartered WEI; William R. Peers di- 
rected the WEI base in Taipei.) Accompanying the CIA personnel was 
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the first batch of munitions for the guerrillas, including 1,740 boxes of 
high-explosive charges, 680 carbines, 420 light machine guns, 200 pis- 
tols, 25 boxes of radio equipment, 70 rocket launchers, and 379,000 
rounds of ammunition.” A string of Nationalist-held isles off Zhejiang 
Province, including Yushan, Pishan, Nanqi, Beigi, Yijiangshan, and 
Upper and Lower Dachen were designated as the operational bases for 
the WEI-led guerrillas’ organization, training, and covert coastal raids. 
An immediate task was to bring the disparate anti-Communist guer- 
rilla groups already on the isles under a more centralized command 
structure, a task that Chiang Kai-shek assigned to General Hu Zongnan, 
his onetime favorite in the mainland era. In July 1951, Hu established 
a guerrilla headquarters on Dachen, as well as a Zhejiang provincial 
government, a small symbolic sign of continuing Nationalist control 
over Chiang Kai-shek’s home province.*® The irregular maritime re- 
doubts along Zhejiang’s coast soon extended to larger islands off the 
Fujian coast, chiefly on Quemoy and Matsu. Meanwhile, three WEI- 
directed training centers were set up in Tamsui, Magong (on the Pes- 
cadores), and Quemoy, where programs such as the Guerrilla Leaders 
Course, Combat Intelligence Course, and Agent Case Officers Course 
were mounted to train thousands of Nationalist intelligence cadets." 
According to one Nationalist intelligence document, by March 1952, 
149 cadets had completed the WEI training program in Tamsui and 
been sent to conduct underground activities in northern Burma, Yunnan, 
and Hainan Island.°° 

From the outset Chiang Kai-shek had been wary of the WEI per- 
sonnel and the clandestine maritime activities that would likely come 
under their sway. Seeing them as short-tempered, difficult to get along 
with, and eager for quick successes and instant victories, he installed 
Madame Chiang as chair of the “Guerrilla Committee,” where mem- 
bers of the WEI and Nationalist intelligence establishment could meet, 
as a way to restrain the WEI personnel.*! But Chiang came to realize 
that the advantages of the WEI program far outweighed its disadvan- 
tages, for the WEI operations along China’s coast would keep the mo- 
mentum of “recapturing the mainland” relatively risk free, without 
issues such as who should lead the command in the event of a genuine 
mainland offensive. In addition, the practical value of the WEI-led ac- 
tivities seemed impressive, in that the raiding activities enabled the 
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Nationalists and the Americans to gather firsthand information from 
China’s eastern coast in addition to sabotaging Communist facilities. 
Moreover, Chiang may have deemed the raids as gratifying opportuni- 
ties to verify and appraise the capabilities of the Nationalist armed 
forces. That reality check, however, disillusioned, rather than strength- 
ened, his hopes for a return to the mainland.** 

Between mid-1951 and mid-1953, several dozen covert coastal opera- 
tions were conducted off Zhejiang and Fujian provinces, ranging from 
petty hit-and-run coastal harassments and ship interceptions to large- 
scale raids claiming thousands of lives. The payoff from these opera- 
tions, however, appeared modest at best, having more of a propaganda 
effect than any substantial military or strategic merit, but allowing the 
Nationalists to claim that their “mainland counteroffensive” was still 
alive. By the early summer of 1953, with a cease-fire in Korea in the 
offing, the WEI began reevaluating the effectiveness of its raid program. 
Believing that the evidently increased Communist naval strength pre- 
cluded Nationalist guerrilla force landings, the WEI decided to with- 
draw from Dachen and the adjacent isles, which its personnel now 
deemed it as “threatened” and having “little tactical value.’”** In addi- 
tion, the friction between MAAG and WEI, and between WEI and the 
Nationalist authorities, who were unhappy with the dubious character 
and highhandedness of some CIA personnel, further overshadowed the 
program. It took another year and a half for the CIA officially to end 
its WEI business; by March 1955, WEI’s responsibility for coastal 
raiding and maritime interdiction had been transferred to MAAG.°*® 


MAINLAND HANGOVER 


A maritime military strategy was conspicuously in the best interest 
of Chiang Kai-shek and his leadership on Taiwan. As long as the war 
in Korea continued, Chiang could exploit the situation by using the 
pretext of an intended mainland offensive to seek the aid he desired. 
After the inauguration of the Eisenhower administration, when em- 
ploying Nationalist forces outside Taiwan was still a heated proposal, a 
shrewd and well-calculating Chiang ordered his subordinates to draft 
an outline of the supply plan for a counteroffensive on the mainland. 
Chiang boldly requested an amazing amount of ammunition, 553 planes 
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and 622 ships of various sorts, plus 36 divisions of ground forces and 
corresponding military supplies for the “initial stage” of the counter- 
offensive, with more items to be expected for the latter stages of the 
putative mainland operations.*® 

This was by no means the only episode demonstrating Chiang’s ma- 
nipulation of the professed mainland counteroffensive to achieve po- 
litical or diplomatic ends. The issue surrounding the 35,000 Nationalist 
internees in Vietnam is another good example. By the middle of 1951, 
when the Hainan operation was enthusiastically advocated by the 
Americans as a way to distract the PRC from the Korean War and, more 
recently, to cut the Chinese Communist support of Vietminh, Chiang 
was dwelling on the best strategy to exploit this agenda. Considering 
a strained military budget within the Nationalist government, along 
with the very fact that the internees essentially belonged to Bai 
Chongxi’s old Guangxi Clique, Chiang preferred sending these ex- 
soldiers back to Southwest China to conduct guerrilla warfare, rather 
than absorbing them into the Nationalist army in Taiwan.” Learning 
that the French authorities would neither repatriate these Nationalists 
nor rearm them for the purpose of fighting the Vietminh so as to avoid 
provoking the Chinese Communists, in the spring of 1951, Chiang 
turned to the United States for a better solution. 

From a strategic point of view, officials in the State Department did 
not entirely discard the idea of rearming the interned Nationalists and 
using them in Indochina. The idea was particularly attractive because, 
at the moment, Washington was determined to assist the French in 
Indochina, but without utilizing American ground forces.** To ascer- 
tain whether such an idea was feasible, in July 1951 Karl Rankin pro- 
posed that General William Chase personally fly to Vietnam to nego- 
tiate with the French. The visit was called off at the last minute when 
the U.S. diplomatic staff in Saigon gave an unfavorable evaluation of 
Chase’s presence in Vietnam.” As Washington continued to press Taipei 
about the Hainan operation and other possible military action along 
Southwest China, Chiang decided to use the issue of the internees as a 
bargaining chip. On August 29, 1951, Wellington Koo met with Dean 
Rusk at the State Department, emphasizing once again the impor- 
tance of rearming the Nationalists in Vietnam in case the Far Eastern 
situation became more troubled. With Chiang’s prior consent, Koo 
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implied that Taipei did not object the use of these troops either in 
fighting the local Communists or recovering Hainan, so long as they 
were not assimilated into the French forces but were allowed to operate 
as separate units. 

Both the State and Defense departments were tempted by such a 
formula, but when Jean de Lattre de Tassingny, French high commander 
and commander-in-chief of the French forces in Indochina, visited 
Washington in September that year, he repeated emphatically that 
these actions, including rearming or repatriating the interned National- 
ists, could be considered provocative by the Chinese Communists and 
should be avoided at any cost. It was not until late 1951 that Washington 
became aware that Taipei’s true intention was to desert the internees, 
and the United States gradually shelved the issue.*! In the spring of 1953, 
when a cease-fire in Korea was expected, rearming and using the Na- 
tionalist internees was out of the question, and the French authorities 
finally agreed to their repatriation. Still, Chiang Kai-shek was deft 
enough to talk the MAAG in Taipei into subsidizing the repatriation. 
Emphasizing the government’s lack of military budget and a welcome 
alleviation of the island’s manpower shortage the return of the internees 
might bring about, Taipei sought Washington’s permission to appro- 
priate parts of the mutual security funds for the repatriation. The State 
Department was aware that Taipei’s request was a maneuver to obtain 
U.S. financing for its additional paramilitary projects. Nonetheless, 
the Eisenhower administration agreed on humanitarian grounds to 
utilize Section 303 of the 1949 MAP Act to authorize the expenditure 
of funds to meet an “emergency” relief problem in the general area of 
China.ć? By July 1953, approximately 23,000 Nationalist internees 
were transferred to Taiwan. 

The most prominent case illustrating the island-rooted Nationalist 
China’s mainland hangover in the early 1950s was Li Mi and his ir- 
regulars in northern Burma. In the spring of 1950, Chiang Kai-shek gave 
Li a political mandate to chair the exiled “provincial government” of 
Yunnan and provided a moderate stipend as a way to control Li’s 
forces from afar. Throughout the summer of 1950, the ragged Nation- 
alist irregulars fought with the Burmese army and struggled to retain 
their base of operation in the Shan State. As their cause seemed doomed, 
the CIA entered the scene, subsidizing and regrouping what Washington’s 
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military intelligence chiefs believed might be instrumental in blocking 
further Communist expansion in Asia after the war broke out in 
Korea.* In late 1950, a CIA-operated Southeast Asia Defense Supplies 
Corporation which resembled the WEI establishment in Taiwan, was 
set up in Bangkok to render covert support to Li Mi (code-named Opera- 
tion Paper). In the months that followed, Taipei joined the CIA in 
making parachute drops of ammunition and military equipment to 
the irregulars in northern Burma. With the new supplies, Li Mi’s forces 
underwent a period of vigorous expansion and reorganization. Training 
bases staffed with CIA and Nationalist instructors flown in from 
Taiwan via Thailand were constructed along the Burma-China border, 
and by the spring of 1951 Li had over 4,000 men under his command.® 

In April 1951, the attempted reconquest of Yunnan began when Li 
Mi's 2,000 irregulars crossed the border into Southwest China. Accom- 
panied by CIA advisers and supplied by regular airdrops from un- 
marked C-47s, the forces moved northward in two columns, capturing 
Gengma in southern Yunnan without any resistance. However, as they 
advanced north of Gengma, the PLA counterattacked, causing huge ca- 
sualties among the Nationalist irregulars. Li Mi and the survivors 
fled back to their Burmese base after less than a week in China. Unde- 
terred by this crushing defeat, Li later dispatched another 2,o00-man 
contingent into southern Yunnan. But they too were overwhelmed, and 
in July r951 were driven back into northern Burma.66 

Chiang Kai-shek well understood that these CIA-driven adventures 
bore marginal if any military or geo-strategic significance to Taiwan’s 
defense and security. And yet the political and psychological effect 
these adventures registered could not be simply ignored. When sum- 
moned to Taipei to meet with top Nationalist authorities in the early 
months of 1952, Li Mi claimed that he had managed to augment the 
size of his “national salvation army” considerably by virtue of the 
counteroffensive. Other high officials in Taipei replied with an uncon- 
firmed statement that the Yunnan guerrillas, who remained staunchly 
loyal to the Nationalist government on Taiwan, had cooperated with 
Li during the invasion and that Li returned with 30,000 men after going 
in with only 3,000. No one needs to be surprised that Chiang was more 
than pleased to take advantage of Li Mi’s wild escapade as clear evi- 
dence that Taipei’s determination to recover the whole Chinese main- 
land was alive and kicking.” 
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During the Korean War, as the necessity to cultivate anti- 
Communist forces to counteract the Chinese Communists continued 
to be felt in the United States, the CIA redoubled its support for Li Mi 
despite the disastrous defeat in the summer of 1951.68 Late that year, the 
exiled Nationalists reopened the old World War II landing strip at Mong 
Hsat to handle the large two- and four-engine aircraft flying in from 
Taiwan or Bangkok. Enormous quantities of arms and goods were for- 
warded to Mong Hsat by the Southeast Asia Defense Supplies Corpora- 
tion in Bangkok, and with the refreshed supplies, Li Mi press-ganged 
12,000 soldiers from the hardy local hill tribes, including the Karens and 
the Mons. During the first half of 1952, Li had concentrated his ex- 
panded forces in a long, narrow strip of territory parallel to the Yunnan 
border, where the indefatigable general seemed ready to launch yet an- 
other bid to retake his home province at any time.” 

In Taiwan, Chiang Kai-shek’s attitude was to render possible logis- 
tical and material support to the Nationalist exiles in northern Burma 
at a minimum cost, thus maintaining a semblance of mainland strategy. 
To achieve this end, Chiang ordered his military staff to supply the ir- 
regulars with gasoline and spare parts, although privately he had already 
had serious doubts about whether the ongoing American attempt to use 
Li Mi against Communist China would really work.”° While the need to 
keep Nationalist military presence in the Asian mainland was widely 
perceived as necessary in Taipei’s political quarters, at the diplomatic 
front, the pressure had grown to such an extent that Chiang was pressed 
to give Li Mi’s cause a second thought. In March 1953, shortly after re- 
pelling Li Mi’s forces, now consisting of not only the Nationalists but 
also the Karens and the Mons, from a full-scale invasion of eastern 
Burma, the Burmese government charged the Nationalist government 
with unprovoked aggression before the United Nations. Despite Wash- 
ington’s efforts to sidetrack the issue and Taipei’s denial of any re- 
sponsibility for Li Mi, Rangoon produced reams of photos, captured 
documents, and testimony convincing enough to win a vote of cen- 
sure for Nationalist China.”! 

As a result of this international embarrassment, Washington began 
putting pressure on Taipei for a complete withdrawal of the Nation- 
alist remnants from Burma. Initially Chiang Kai-shek refused to com- 
promise for two primary reasons. Taipei realized that it actually exer- 
cised little control over Li Mi’s irregulars from a distance, and whether 
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9.1 Li Mi’s Nationalist guerrillas are warmly received by local Taiwanese people 
after the guerrillas’ withdrawal from Burma in the fall of 1953. (Courtesy of the 
KMT Party History Institute) 


Li and his followers would be willing to comply remained question- 
able.’”? Moreover, as Chiang confessed to Karl Rankin, the withdrawal 
would indicate a virtual abandonment of Nationalist China’s last vis- 
ible military foothold on the Asian mainland, and he thought it next 
to impossible to organize any similar anti-Communist forces in the 
future.” However, when Li Mi asked Taipei to send more munitions 
to support his resistance in eastern Burma, Chiang and his top aides 
saw no point in becoming further embroiled in a cause about which 
very few in Taipei knew the details. In May 1953, the Nationalists ac- 
cepted the convention of a four-nation military commission (Burma, 
the United States, Taiwan, and Thailand) in Bangkok to deal with the 
issue. In November that year, some 2,000 evacuees began marching to 
the Burmese-Thai border and were later flown to Taiwan by General 
Chennault’s Civil Air Transport. Chiang, again using the government 
budgetary constraints as an excuse, secured Washington’s support in 
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subsidizing half of the expenses for the entire withdrawal operation.” 
As a client state under American patronage, Taiwan and its leaders 
were forced to comply with the decisions made in Washington, DC. 
Nevertheless, Chiang once again showed his adeptness at enlarging his 
maneuvering room with the United States. 

Conceivably, the withdrawal of the two Nationalist exiled forces 
from Vietnam and Burma in 1953 was closely related to the situation 
on the Korean Peninsula. As the war in Korea drew to an end, these 
two Nationalist forces were no longer seen as useful in distracting the 
Chinese Communists. To Chiang Kai-shek, the psychological and sym- 
bolic blow was stronger than its substance. Henceforth, there would 
be no Nationalist military presence on the Asian mainland visible and 
hefty enough to convince the world and the people of Taiwan that, even 
without foreign assistance, military conquest of the Chinese mainland 
was still possible. Perhaps this was exactly what Chiang Kai-shek had 
desired up to this point—making the island of Taiwan both a secure 
power base and a safe haven for “Free China.” This might be true, al- 
though it would take another formal treaty with Washington to com- 
plete the formation of Nationalist China on Taiwan. 


10 


The Making of an Island State 


CHIANG KAI-SHEK was correct when, as war erupted in Korea in June 
1950, he thought that the fate of his government on Taiwan would be 
closely tied to the situation on the peninsula. When negotiations over 
the Korean armistice entered their concluding stage in the early 
summer of 1953, Chiang was no less insecure than South Korean pres- 
ident Syngman Rhee, who had demanded a mutual security treaty with 
the United States as a precondition for his acceptance of the cease- 
fire.' For the past three years, the armed conflict in Korea had been 
Chiang’s deliverance, and, ironically, the Taiwan-based Nationalists’ 
interests lay in the war’s extension, not its termination. In a series of 
three personal letters to President Dwight D. Eisenhower in April and 
June 1953, Chiang revealed his own concern about the “traps” awaiting 
Washington in any negotiations with the Communists.” When re- 
ceiving Senators Everett Dirksen and Magnuson Warren in Taipei, 
Chiang tried hard to persuade the visitors that a truce in Korea could 
by no means solve all the problems threatening the free world. “What 
is at issue is not on the Korean Peninsula, but on the Chinese main- 
land,” Chiang exclaimed. And Chiang did not hesitate to make it 
known to the Americans that he deemed it an honor to take the lead 
in annihilating the Communist regime in China.’ 

However, when considering the military and political reality, 
Chiang might have found it hard to believe what he had said. An ultra- 
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confidential report on Nationalist intelligence activities submitted to 
him in early 1953 revealed that, while Taiwan's security was markedly 
increased, the strength and capability of the Nationalist underground 
network on the mainland was rapidly disintegrating, if not disappearing 
altogether. Chiang was dumbfounded to learn that, by the end of 1952, 
only 12.2 percent of overall intelligence came from the mainland, com- 
pared with 49.9 percent from Nationalist-held territories and 18.1 per- 
cent from Hong Kong and Macao. The report candidly recognized that 
the Nationalist secret service was particularly weak in north, north- 
west, and northeast China.‘ In addition, only 29 out of 107 radio sta- 
tions installed on the mainland in the previous years were still oper- 
ating, with 8 suspended, 30 losing contact, and the remaining 4o out 
of order or only partially functional. Contrasted with a vigorous plan 
for training, financing, and dispatching secret agents to infiltrate the 
mainland immediately after the war in Korea, Chiang’s top intelli- 
gence chiefs now confessed that they found it more and more difficult 
to establish a sound network in Communist-controlled areas capable 
of gathering accurate information, a prerequisite for the Nationalists 
to take effectual military or political action there.’ 

Chiang’s awareness of the situation helps explain why, when the 
new Eisenhower administration declared a “deneutralization” of the 
Taiwan Strait in February 1953, thus removing restraints on Nation- 
alist operations against the mainland, it was not entirely a blessing to 
Taipei. As one British field report pointed out clearly, the Nationalists 
were actually not prepared for the “unleashing.” Having gone from 
being an unattainable but useful propaganda weapon, the British consul 
in Tamsui, Jacobs-Larkcom, suggested that the counterattack plan had 
suddenly become a concrete “problem” for Chiang Kai-shek, who now 
asserted that there would be no attack until his government was fully 
prepared.° 

With a mainland military offensive all but impossible, a pinpointed, 
relatively small-scale maritime effort stood out as one of very few op- 
tions Chiang could use to attract worldwide attention and aid. The 
small peninsula of Dongshan, located between Quemoy and Swatow, 
jutting out of the southern Fujian coast, which was transformed into 
an island at high tide, became the target of a Nationalist plan. The idea 
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was to drop a regiment of paratroops to neutralize the local Commu- 
nist battalion, take control of the isthmus, and hold off Communist 
reinforcements from the mainland. An amphibious landing would then 
follow to wipe out the opposition.’ 

On the early morning of July 16, 1953, about 600 Nationalist para- 
troopers were dropped onto Dongshan, where they at first met little 
resistance and were able to hold their beachhead. But because of a mis- 
take made in calculating the tide, the scheduled amphibious landing 
of 5,000 Nationalist troops was delayed for several hours, and until they 
arrived, the paratroopers bore the brunt of the opposition alone. Even 
with the arrival of the Nationalist regulars, the overwhelming number 
of the PLA forced the Nationalists to withdraw the next day. The raid 
ended by claiming 3,300 Nationalist soldiers, in addition to the loss of 
two tanks, two fighter planes, and three LVTs.® 

Despite domestic and international news coverage reporting the Na- 
tionalists’ bold thirty-six hour raid and the short-lived occupation of 
Dongshan, the entire operation, the last WEI-advised raid, was deemed 
a catastrophe even by Chiang Kai-shek.’ The deficiencies that had be- 
come evident in the course of the operation, along with the end of the 
armed hostilities in Korea, marked the raid as a turning point for the 
Nationalists and the CIA. It was the beginning of the end for WEI and 
its support for the Nationalist guerrillas. Irregulars could now be con- 
verted to regular army status and be supervised by MAAG.” Signifi- 
cantly, the episode accelerated the U.S. redefinition of the scope of 
Nationalist military operations and reinforced the idea of the Nation- 
alist military as being defensive, not offensive, in nature. As a result 
of the disastrous raid, MAAG tightened up its position, strictly urging 
Taipei that no action should be taken against the Communist main- 
land without prior clearance from the United States. General Chase 
told the Nationalists that any operation involving 500 or more men, or 
a coastal raid of battalion, regiment, division, or any larger size, would 
require American approval in advance.!! The Nationalists grudgingly 
accepted this, thus substantially making their maritime-oriented mili- 
tary markedly more defensive than offensive. Finally, Chiang Kai- 
shek, having obtained a much clearer picture of Nationalist military 
capability, would never again attempt an amphibious attack on the 
mainland. 
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BAITUAN: CHIANG’S JAPANESE MILITARY ADVISORS 


With historical hindsight, it can be seen that in the early 1950s Chiang 
Kai-shek was opportunistically trading the issue of a military recon- 
quest of the Communist mainland, thus relieving the pressure on the 
Korean Peninsula, for a long-term security and defense promise from 
his American patrons. While Chiang might be considered an oppor- 
tunist in this regard, he was a nationalist too. To achieve his ultimate 
goal of consolidating his Taiwan base without being entirely under U.S. 
control, Chiang at one point counted on a secret Japanese military unit 
to help train his ground forces, draft military plans, and carry out mil- 
itary ideological education so as to counterbalance the strong MAAG 
influence and, more significantly as it turned out, to checkmate such 
Nationalist military leaders as Sun Liren, who had American support. 

Recall that, while Chiang was still struggling to defend Southwest 
China in November 1949, a former Japanese officer named Tomita Nao- 
suke was with him and assisted the Nationalist military planning at 
this critical juncture (see Chapter 5). This was by no means accidental. 
Earlier, in September 1949, when Tang Enbo was making a last-ditch 
effort to defend the indefensible Amoy against the PLA, he submitted 
a detailed proposal to Chiang about organizing a “new army” (xin jun) 
as a completely trustworthy and loyal force to serve Chiang’s anti- 
Communist cause. Tang’s proposal incorporated the idea of General 
Cao Shicheng, a high-ranking Nationalist officer serving in the Nation- 
alist Chinese Mission in Tokyo, to employ former Japanese officers 
to train this new army. The scale of the army, according to Tang, was 
designed to be at a divisional level, consisting of about 9,000 soldiers, 
300 horses, 50 vehicles, and 1,200 “foreign instructors.”!2 Meanwhile, 
a liaison office should be set up in Tokyo as soon as possible to 
conduct covert communications with, and recruitment of, those Japa- 
nese ex-officers who were willing to serve in this new army and serve 
Nationalist China. Each instructor would be paid $30 a month, with 
an additional $20 as a travel subsidy. General Cao Shicheng would be 
responsible for managing the liaison office and recruiting the instruc- 
tors.!> Two months later, Tomita Naosuke, the first instructor of this 
kind, arrived in Sichuan, even though the building of the planned new 
army remained an empty slogan. 


220 ACCIDENTAL STATE 


No “new army” such as Tang proposed was formed in the subse- 
quent months. However, by February 1950, with tacit consent from 
SCAP headquarters, seventeen Japanese ex-officers followed Naosuke’s 
footsteps and reached Taiwan surreptitiously from Yokohama via Hong 
Kong. These officers, under the leadership of Naosuke, who had now 
taken a Chinese, Bai Hongliang, formed a group dubbed Baituan (liter- 
ally meaning “Bai’s group”), and began their military education and 
training program in the Nationalist army." A military officers’ training 
corps was soon established at an obscure spot near Yuanshan, where 
the Japanese instructors launched their program. In the months before 
the Korean War, this unofficial Japanese military advisory unit played 
a somewhat similar role to Charles Cooke’s STP team, at the very time 
when Chiang had been virtually abandoned by the Truman adminis- 
tration, and when any foreign involvement in the Nationalist military 
and security policy planning had to go underground, and thus was in- 
advertently privatized. 

The creation of Baituan, as it turned out, served an additional pur- 
pose for Chiang. Just as Chiang might have utilized Charles Cooke and 
the retired admiral’s STP team to reign in such key Nationalist mili- 
tary chiefs as Chen Cheng and Zhou Zhirou, he was introducing Japa- 
nese influence to offset Sun Liren, the all-time American favorite. In 
the spring of 1950, Chiang purposely designated the 32nd Division 
stationed at Hukou in Hsinchu County, which was then being viewed 
as the best ground force unit available on the island, for the Baituan to 
train, exercise, and experiment their military theories on. Chiang also 
allowed the Japanese to play a great part in planning Nationalist so- 
cial and military mobilization, a decision that bypassed Sun, who the- 
oretically commanded all the ground forces. Doubtlessly, Sun was 
humiliated and furious. 

After the MAAG was officially instituted in the spring of 1951, the 
presence of the Baituan, whose number had grown from eighteen to 
seventy-six, became one of the most pressing issues General William 
Chase wanted to settle with the Nationalists.! The MAAG and the U.S. 
Embassy realized Chiang’s use of the Japanese was intended to show 
Sun Liren and the Nationalist armed forces under Sun’s command that 
he would never allow the Americans to monopolize Taiwan’s military. 
It was also a reflection, as the Americans saw it, of the “divide-and- 
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rule” policy Chiang perennially applied.’ Moreover, as the Americans 
became aware that one of the main purposes of Baituan military 
training was to demonstrate that American methods were unsuited to 
China politically and militarily, and that the Nationalists could learn 
more from Japan than from America in the military field, Washington 
saw ousting the Baituan as imperative. What made the Baituan’s exis- 
tence even more intolerable to Washington was when Sun Liren com- 
plained to the MAAG that a large number of military commanders 
were taken away from their units for three to four months to join the 
Baituan training program, at a time when they were specifically needed 
in connection with the MAAG effort.!8 

Faced with strong U.S. pressure, in July 1952 Chiang ordered the 
Baituan to go underground. The training camp at Yuanshan was shut 
down, and its staff reduced to about thirty. But shortly thereafter, in 
November, the training program resumed in another place, Shipai, 
under the pretext of conducting research.'!? Amazingly enough, the 
relocated training corps operated quietly for another seventeen years. 
It was not until early 1969 that the last four Japanese instructors were 
asked to close their program and return to Japan. It is estimated that 
in the almost two decades of Baituan’s existence on Taiwan, over 10,000 
higher-ranking Nationalist officers attended its training programs.”° 


THE TWIN PLANS 


Until now, the historical significance of the former Japanese officers 
in Chiang’s military has largely been ignored in the scholarship. One 
hitherto unnoticed story about Baituan was the role it played in Chiang 
Kai-shek’s secret military planning and the resultant implications for 
Taiwan’s relations with the United States. In May 1953, half a year after 
going underground, the Japanese military instructors drafted a lengthy 
and detailed proposal regarding a Nationalist military counteroffensive 
against the Communist mainland. The plan, dubbed “Guangrong” or 
“Guang” (literally meaning “Glory”), advocated a five-year preparation 
period, after which the Nationalists could be ready to launch indepen- 
dent military operations against Communist China even in the absence 
of foreign aid. The main idea was for the Nationalists to occupy and 
hold South China for six months as the first step toward recovering 
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the entire mainland or at least territories south of the Yangtze. The 
Pearl River Delta was carefully picked by the Japanese experts as the 
preferred target for a Nationalist amphibious landing and the creation 
of a preliminary base of operations. To achieve this end, in addition to 
the envisioned 1,650 fighter planes and 298,200 tons of naval ships to 
be procured and developed in the years to come, the plan called for 
the building of a strong Nationalist ground force, consisting of sixty 
divisions—fifty-two infantry and eight cavalry. The rearmament was 
expected to be completed by the spring of 1958, when, according to the 
plan, the Nationalists would be able to launch their first counteroffen- 
sive against the Chinese Communists.?! 

Two weeks after the Guang plan was formulated, on June 11, Chiang 
Kai-shek brought his top aides to Shipai, where Tomita Naosuke and 
his team detailed their military proposal. Chiang was outwardly sat- 
isfied, confiding in his diary on that day that the general direction of 
the plan “hit his heart well,” and this was exactly what he had in 
mind. What made Chiang appreciate the Guang plan was no so much 
its grandiose but unrealistic call for a military recovery of the main- 
land, but its usefulness when he was bargaining with Washington for 
more military aid. In late 1952, during the weeks following Dwight 
Eisenhower's election to the presidency, Chiang contemplated possible 
strategies to deal with the new Republican administration in Wash- 
ington. Chiang was rather uncertain whether the new administration 
would ask the Nationalists to contribute to the Korean War effort, ei- 
ther by sending reinforcements to the peninsula or by opening a second 
front on the Communist mainland so as to relieve the pressure in 
Korea. In the case of the former, neither Chiang nor his close advisors 
saw how throwing their best troops into the war effort would serve 
their regime’s best interest.?° In a conversation with General William 
Chase and Karl Rankin on December 8, 1952, Chiang fretted about Tai- 
wan’s vulnerability and expressed his disbelief that the Seventh Fleet 
in its current position could provide the much-needed air defense of 
the island. Chiang told the American representatives that Taiwan’s se- 
curity remained his greatest concern when it came to the issue of 
dispatching Nationalist forces to join the Korean War.”* 

Having decided that consolidating his Taiwan powerbase was his 
top priority, Chiang then came up with two crucial guidelines for 
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dealing with Eisenhower’s new administration. While Chiang would 
be willing to contribute up to three divisions to assist the South Ko- 
reans, in return he would seek the following two crucial promises from 
Washington: the signing of a mutual security pact and the continua- 
tion of military aid regardless of how the situation in Korea evolved.** 
As the cease-fire on the Korean Peninsula became a reality toward the 
middle of 1953, Chiang’s concern about the future position of the 
Taiwan-based Nationalist government grew more apparent. In early 
June, in a meeting in Taipei with Admiral Arthur Radford, Chiang de- 
cided to test the American reaction by claiming to want to launch a 
“unilateral” counteroffensive against the mainland. Radford responded 
by proposing the creation of a “joint” command structure that would 
restrict any unilateral military actions. Without hesitation, Chiang im- 
mediately agreed that the United States should lead such a joint com- 
mand if it were created.”° Later on, in late July, concerned that Taiwan’s 
geo-strategic value might be undermined by the forthcoming armistice 
in Korea, Chiang decided he would either urge continued U.S. military 
aid under the pretense of retaking the mainland or lodge an official re- 
quest to Washington for signing a mutual defense pact.” 

For reasons not difficult to understand, namely, to maintain his 
supreme leadership as Free China’s only hope of reconquering the 
Communist mainland, Chiang decided to take the first option. On 
December 28, taking advantage of Arthur Radford’s short stopover in 
Taipei, Chiang handed over a detailed plan codenamed “Kai” for the 
admiral’s perusal. The new program, a reincarnation of Baituan’s 
Guang program, aimed at building and training a total of sixty divi- 
sions of Nationalist ground forces within three to four years, to be used 
to regain South China, and to divert and tie down Chinese Commu- 
nist divisions that could otherwise be engaged in, say, Indochina. De- 
liberately spooking the Americans with the plan’s extraordinary scale 
and budget ($1.3 billion in total], a shrewd Chiang immediately proposed 
an alternative for Washington to consider: Taipei would reduce the 
number of required divisions from sixty to forty-one, and shorten the 
period of training and preparation envisaged from the original three to 
four years to about eighteen months. As Chiang explained, this would 
hugely reduce the cost while swiftly enhancing Nationalist military ca- 
pability, with which Taiwan could contribute to the anti-communist 
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cause in the Far East.*® Unprepared for this “Kai” Plan that Chiang had 
so unexpectedly presented, an outwardly lukewarm Radford was willing 
to accept it only after making it clear to Chiang that he did so solely in 
a private capacity, a move that caused Chiang to feel humiliated.”° 

The “Kai” plan received a rather negative response from the United 
States. MAAG, then in the process of reforming the Nationalist mili- 
tary establishment and reorganizing its forces, felt that much of the 
plan was “completely infeasible of execution” and that nearly every as- 
pect of it would require vast augmentation to meet U.S. standards. In 
a political sense, as the plan called for recruiting at least 300,000 local 
Taiwanese reserve personnel, General Chase doubted whether these is- 
landers would support combat operations on the mainland. From a 
purely practical point of view, Chase analyzed that the Nationalists 
simply showed no appreciation of the logistical base needed to support 
the training or deployment of a fighting force capable of gaining a foot- 
hold on the mainland.*° 

U.S. Embassy personnel in Taipei also viewed the plan as beyond 
the scope of the existing mutual security program. Nevertheless, Karl 
Rankin in quite a sympathetic tone argued that the Kai plan revealed 
the differences between Nationalist and American policy. As Rankin 
perceived, not quite precisely though, while Chiang Kai-shek was ded- 
icated to the liberation of the mainland, the United States had under- 
taken no commitment either to support him in this purpose by using 
American forces or to provide Chiang with arms and equipment be- 
yond what might be needed for the defense of Taiwan.*! In Washington, 
planning-level officials at the State Department generally believed that 
the submission of the Kai plan had successfully caused the United 
States to take a new look at the aid program from the standpoint of 
maximum utilization of the Nationalist Chinese potential, instead of 
the usual standpoint of the strategic reserve concept. Their conclusion 
was that, in the long run, U.S-favored limits on the Nationalist forces’ 
offensive capabilities would become utterly unacceptable to Taipei.*” 

Still, many doubted whether Chiang Kai-shek genuinely believed 
he could launch a successful military operation against Communist 
China. Notwithstanding the impracticability with which it was per- 
ceived, the Kai plan did increase Taipei’s bargaining position in its 
dealings with Washington, bringing about a reconsideration of U.S. 
military policy toward the island-based Nationalists after the Korean 
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cease-fire. In mid-March 1954, in a session between top Nationalist of- 
ficials and U.S. representatives in Taipei, with the Kai plan still in 
abeyance, Chiang successfully persuaded MAAG to temporarily accept 
that the total number of Nationalist infantry divisions on the island 
should be twenty-four, rather than the twenty-one MAAG had initially 
proposed. Chiang was also able to secure MAAG’s promise to keep in- 
tact the additional 7 divisions and total of 15,000 irregulars then de- 
ployed on the offshore islands.*° 

Chiang knew there was no realistic hope of launching a “mainland 
counteroffensive,” but used the idea primarily to achieve other goals. 
So it is not surprising that he would modify its concept to suit Tai- 
wan’s other diplomatic and military-strategic purposes. To secure 
continued military aid from the United States, in the spring of 1954 
Chiang shifted from his original stance to favoring the recovering 
Hainan Island and the Leizhou Peninsula opposite Hainan. He under- 
stood that their geographical proximity to Indochina was of consider- 
able security interest to the United States.4+ On April 7, President 
Eisenhower publicly opposed a negotiated settlement to end the war in 
Indochina between the French and the Vietminh on the grounds that it 
would lead to a Communist-controlled Vietnam and a “falling row of 
dominoes” in Southeast Asia. After the fall of the French garrison at 
Dien Bien Phu on May 7, military analysts in the CIA wrestled with the 
question of deeper U.S. intervention to support France. At one point, 
key elements in the Eisenhower administration, including Vice Presi- 
dent Richard Nixon, Secretary of State John Foster Dulles, and Defense 
Secretary Charles E. Wilson urged the use of nuclear weapons against 
Ho Chi Minh.*° 

On May 13, when Eisenhower’s special envoys, General James Van 
Fleet and Assistant Secretary of Defense Wilfred McNeil, visited Taipei, 
speculation was circulating as to the chief purpose of their visit. The 
British were specifically wary of the alleged formation of a northeast 
Asia defense organization, encompassing not only Taiwan, but also 
Hong Kong.*° As it turned out, Chiang made efforts to push for the Kai 
plan and retaking Hainan. Chiang claimed that he had changed his at- 
titude toward the Hainan operation. Instead of arguing that recon- 
quering the Communist-occupied Hainan would damage the morale 
and cost the Nationalists dearly, which was what he had said two years 
earlier, Chiang now claimed that, with U.S. assistance, it would not 
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be too difficult for the Nationalists to occupy the Leizhou Peninsula 
and to recover Hainan, goals that would be of great help in solving the 
Indochina issue. Given an increasingly complex diplomatic and mili- 
tary landscape in East Asia, with Mao Zedong’s government visibly 
active, the American visitors responded with little more than a polite 
thank-you.” 


THE OFFSHORE ISLAND CRISIS AND THE TREATY 


After this tepid response from the United States, a concerned Chiang 
Kai-shek turned his focus to the second option, the signing of a defense 
treaty with Washington. In March 1953, shortly after Eisenhower was 
sworn in, Nationalist Chinese ambassador Wellington Koo first 
broached the subject in his meeting with the new secretary of state. 
Although John Foster Dulles welcomed the idea of a general pact of mu- 
tual security for Asia, he nevertheless had reservations about forging a 
bilateral treaty with Taipei, especially whether the KMT-held offshore 
islands should be included in such a treaty. In a nutshell, Dulles saw 
that the exclusion of offshore islands would impair the prestige of the 
Nationalist government, whereas their inclusion would entail a respon- 
sibility that the United States was not as yet ready to assume.** The 
State Department’s cold response toward Taipei’s initial request about 
the defense pact might also explain why Chiang chose the rearmament 
of his forces, embodied in the Kai plan, as the priority strategy to deal 
with the new Republican administration in Washington. 

The signing of the U.S.-South Korean Security Treaty in October 
1953 seemed to rekindle momentarily Taiwan’s interest in obtaining a 
similar pact. But at that moment Chiang was still endeavoring to per- 
suade Washington to accept the Kai Plan and the professed counterof- 
fensive initiative. On October 1, when Chiang Ching-kuo met with 
Dulles in Washington, the Generalissimo’s son did not hesitate to 
stress the need for increasing the U.S. military and economic assistance 
to Taiwan, ideally from $70 million to over $81 million.*? Meanwhile, 
from Washington’s point of view, any announcement of the conclusion 
of a security treaty with Taiwan before the convention of the Geneva 
Conference on April 26, 1954 would not be palatable to its allies, Britain 
and France. Thus, in the first few months of 1954 the Eisenhower ad- 
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ministration decided to shelve any discussions between Taipei and 
Washington about the issue for the time being.*° 

A very different landscape emerged in the summer of 1954 when 
Chiang was about to run out of patience with Washington as a result 
of its continued shunning of his rearmament program. On June 21, fi- 
nally realizing that no massive military aid as imagined in the Kai 
plan would be forthcoming, Chiang dismissed Sun Liren as commander- 
in-chief of the Nationalist ground forces. It was a gesture full of po- 
litical implications. As Chiang put it in his personal diary, he no longer 
deemed Sun useful as a liaison for acquiring U.S. aid.*! A week later, on 
June 28, in a meeting with Karl Rankin, Chiang formally expressed his 
desire to sign a mutual defense pact with the United States. To elimi- 
nate concerns that he would take unilateral counteroffensive opera- 
tions against the mainland, thus risk embroiling the United States in a 
war with China, Chiang pledged that, after the treaty was concluded, 
he would obtain U.S. permission before taking any military action.” 

Chiang’s appeal, again, was received very negatively within the State 
Department. Walter Robertson, assistant secretary of state for Far 
Eastern affairs, pressured Dulles for a treaty with Taipei, which he ar- 
gued would serve to maintain the current status of Taiwan against 
Communist China. His argument, however, was met with strong oppo- 
sition from almost every corner of the Department, whose chiefs were 
largely concerned that such a treaty could only increase the misgivings 
of countries of the Third World that recognized Beijing as the legitimate 
government of China. It would, for example, antagonize India and might 
drive it closer to Communist China. Ultimately, the opposition view got 
the upper hand. Thus, on September 1, 1954, before John Foster Dulles 
departed for the Philippines to join the Manila Conference to found the 
Southeast Asia Treaty Organization (SEATO), he decided to delay set- 
ting a date for the treaty negotiations with Taiwan, because, again, of 
the complexities of the offshore island problem.** 

The Chinese Communists, ironically and unwittingly, contributed 
to the final conclusion of a mutual security pact between Taipei and 
Washington. Beginning on September 3, the PLA launched a massive 
shelling attack on Quemoy. The Nationalists retaliated by bombing the 
Communist military infrastructure in Amoy.** At one point, the off- 
shore crisis escalated to such a pronounced extent that the Taiwan 
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Strait was deemed likely to become the Cold War’s next theater. The 
timing of the Quemoy bombardment was deliberate, as it coincided 
with Dulles’s arrival in Manila, and Mao Zedong intended the action 
to forestall extending the protection of the SEATO to Taiwan. Such 
a calculated action, however, provided Chiang Kai-shek with perfect 
justification to push Washington toward the desired defense treaty. On 
September 9, during Dulles’s five-hour stopover in Taipei on his way 
back to the United States, Chiang emphasized the importance of final- 
izing a bilateral pact. Chiang refuted the argument that Taiwan should 
not have a defense treaty because the situation was “fluid” by stating 
that the “fluid” situation was caused exactly by the absence of such a 
pact. Uncommitted, Dulles nevertheless assured Chiang that he valued 
what Chiang had said and that “it had not fallen on barren ground.”*° 

The secretary of state’s short visit was widely seen as an important 
sign of U.S. support for the Nationalists, and it increased Chiang Kai- 
shek’s confidence in handling the Quemoy crisis. On the day after the 
departure of Dulles, Chiang went on a retreat with his family to Sun 
Moon Lake. Realizing that the situation was turning favorable for 
him, Chiang wrote in his diary that he felt relaxed, cheerful, and in- 
vigorated.*” More importantly, Chiang seemed to get a sense of how to 
maneuver the Quemoy crisis and play a double game with the Ameri- 
cans. A few days after returning from his restful retreat in central 
Taiwan, Chiang met with Karl Rankin and General William Chase in 
Taipei. Displaying great impatience and irritation, Chiang bitterly com- 
plained that no support from the United States for an increase over 
the existing Nationalist military strength levels was evident. He said 
he was deeply disappointed, telling them that when Korea or Indochina 
was attacked, American aid was immediately stepped up, but when the 
Nationalist government was fighting a fierce war that was threatening 
the Free World, the United States seemed “indifferent.” In the end, 
Chiang insisted that his concerns be conveyed to the Joint Chiefs of 
Staff.48 

Taipei’s growing show of impatience began paying dividends. In 
Washington, in the face of the Communist bombardment of Quemoy, 
which John Foster Dulles described as “a horrible dilemma,” the ma- 
jority of the Joint Chiefs of Staff now hardened their stance, viewing 
the retention of the Nationalist-held offshore islands of very great im- 
portance, and recommended the use of U.S. armed forces, if needed, to 
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10.1 A house on the island of Quemoy wrecked by Communist Chinese shells 
during the first offshore island crisis, ca. September 1954. (Courtesy of the KMT 
Party History Institute) 


prevent a Communist seizure of them.” Nonetheless, dissenting voices 
remained. Defense Secretary Charles Wilson, for instance, fretted that 
American intervention could involve Washington in a Chinese civil 
war, and the defense of the offshore islands would come closer to war 
with China than if the United States had tried to save Dien Bien Phu.*° 
To solve this dilemma, Dulles planned to present the offshore island 
question to the UN Security Council, where Washington would seek 
an injunction against changing the status quo on the ground that the 
Communist action was a threat to world peace. Dulles was convinced 
that a United Nations-arranged ceasefire would secure support from 
America’s Western allies, preserve the offshore islands for Taipei, and 
avoid a war between Washington and Beijing. In mid-September 1954, 
London was informed of the UN plan, now codenamed “Oracle,” to be 
broached by New Zealand. Whitehall welcomed this proposal with the 
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hope that it would lead to a wider settlement of the Taiwan issue, in- 
cluding American recognition of the PRC and its admission into the 
United Nations.*! 

In the midst of the Quemoy crisis, in his report back to Whitehall, 
the British consul in Tamsui, A. H. B. Hermann, observed that when 
the shelling around Quemoy died down toward the end of September 
and tension abroad abated, apprehension of an invasion of Taiwan it- 
self seemed oddly enough to become more marked in Nationalist cir- 
cles.® If the British representative on the island was smart enough to 
see through Chiang Kai-shek’s tactics, Chiang’s supporters on Capitol 
Hill were apparently not. Throughout the crisis, pro-Taiwan senators 
and congressmen in Washington had been clamoring for a strong policy 
toward Beijing. Meanwhile, with the proposal of Oracle, key figures 
within the administration, such as Admiral Arthur Radford and Walter 
Robertson, tended to agree to it, chiefly in the belief that the resolu- 
tion would ultimately create a situation that would lay the groundwork 
for UN acceptance of American assistance to the Nationalists in 
holding the offshore islands." 

Anticipating that the Nationalists would consider Oracle as yet an- 
other Yalta by which they were to be sold down the river as a result of 
secret bargains made behind their backs, Karl Rankin urged Wash- 
ington to take other offsetting steps for the sake of demonstrating U.S. 
determination to help defend Free China. Rankin’s suggestion was soon 
incorporated into a long memorandum, dated October 7, 1954, prepared 
by Walter Robertson for Dulles, in which Robertson emphasized that 
the time had come for an immediate conclusion of a security treaty 
with Taipei. As Robertson saw it, such a mutual defense pact was not 
only an essential move to offset the negative effects of Oracle in the 
United Nations, but was also the best means of deterring a Commu- 
nist attack against Taiwan. As to the difficult question of the Chinese 
territory to be covered by the treaty, Robertson argued that it should 
precisely reflect the existing situation as to U.S. military commitments 
to the Nationalist government in Taiwan, which would neither extend 
present U.S. military commitments nor reduce them.** 

Dulles decided to begin the treaty discussions with Taipei the very 
next day, after he got a green light from President Eisenhower, who 
insisted that Chiang Kai-shek should assume a more passive posture 
and accept a truly defensive treaty. In other words, both Eisenhower 
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10.2 Chiang Kai-shek inspects the island of Quemoy, ca. 1954. The first 
offshore island crisis contributed unwittingly to a mutual defense pact 


between Taipei and Washington, which led to legalizing an islands-rooted 
Nationalist Chinese state. (Courtesy of the KMT Party History Institute) 


and Dulles now viewed the treaty as a way to rein in Chiang and his 
regime. There were also practical reasons for signing a treaty. An of- 
ficial alliance with the Nationalist government would provide an im- 
portant legal basis for the U.S. acquisition and operation of military 
bases and installations on Taiwanese soil. It might also provide a stable 
framework within which the programs designed to enhance Taiwan’s 
military and economy could go forward. The signing of a defense pact 
with Taipei, moreover, might be followed by the prospective placement 
of U.S. land, air, and sea forces on Taiwan, and an exclusive U.S. control 
over the island’s military sites, the result of which would be a further 
strengthening of American position in the Cold War’s East Asian 
theatre.°° 

Back in Taipei, Chiang and his top officials were kept totally in the 
dark about Oracle and the U.S. decision to begin treaty negotiations. On 
the evening of October 12, when the flight carrying Robertson arrived 
in Taiwan, Chiang was still in the midst of his retreat outside Taipei.” 
The following day, in a three-round discussion packed into twenty-four 
hours, Chiang fully demonstrated his opportunist-cum-nationalist 
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nature in dealing with his American patrons. He first objected vigor- 
ously to the Oracle scheme to be presented by New Zealand in the 
United Nations, deeming such a move detrimental to the morale of 
his people and government. The internationalization of cross-Strait is- 
sues was the last thing Chiang wanted. Chiang then exclaimed that he 
had ordered his troops on the offshore islands to fight to the last man, 
with or without U.S. assistance. When Robertson stated that Oracle 
combined with a mutual defense pact would surely improve the po- 
sition of Nationalist China, an alert Chiang immediately caught the 
message and changed his tune. He replied that the prospect of a defense 
pact would definitely have a bearing on his evaluation of the UN scheme. 
If implementing Oracle was inevitable, Chiang urged that a formal an- 
nouncement of an intention by Washington and Taipei to negotiate a 
defense pact should precede the New Zealand move so that any harmful 
effects of Oracle could be mitigated.** 

A week later, George Yeh, Chiang’s foreign minister, was in Wash- 
ington for the treaty discussion with his counterparts from the State 
Department. The Communist bombardment of the Dachens off Zhe- 
jiang on November 1, and the resultant issues surrounding the Na- 
tionalist withdrawal from these offshore outposts and the hitherto 
undecided U.S. responsibilities and roles in defending the islands, all 
made the conclusion of a defense treaty urgent and opportune. During 
the lengthy process of negotiation, three things emerged as the main 
points of contention between the two sides, over which Washington 
ultimately got the upper hand. 

The first was the definition of the territorial scope of U.S. military 
commitments in the treaty. George Yeh tried to avoid specifying only 
Taiwan and the Pescadores so as to avoid giving the impression that 
the Nationalist territory was limited to these two island regions and 
did not include the mainland. Dulles refused to consent. He was only 
willing to state that the treaty would be “applicable to such other ter- 
ritories [than Taiwan and the Pescadores] as may be determined by mu- 
tual agreement.” Yeh conceded, after obtaining approval from Chiang 
Kai-shek, who actually did not mind much about the wording and in- 
stead was satisfied overall with the terms proposed by Dulles.*! 

The second point was the limitation of Nationalist military opera- 
tions. To underscore that the pact provided for a Nationalist military 
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that was purely defensive, the State Department insisted that, without 
mutual consent, the Nationalists would not take any offensive action 
that might provoke retaliation by the Chinese Communists. George 
Yeh argued that, for psychological reasons, Chiang Kai-shek had con- 
sistently tried to avoid subscribing to any public statement commit- 
ting him not to retake the mainland or take part in an anti-Communist 
campaign without U.S. approval. The Chinese people in Taiwan were 
not prepared for an open renunciation of the nominal right of the Na- 
tionalist government to liberate the mainland; and it would be diffi- 
cult to present a surrender of Nationalist independence of action in a 
form acceptable to the Chinese people. As the State Department con- 
tinued to hold its ground, Taipei again backed down, only requesting 
that the provision be made secret so as not to cause any damage to the 
morale of Free China. 

The third point of disagreement in the treaty negotiations con- 
cerned the restriction on the disposition of Nationalist forces within 
the KMT-controlled territory. The State Department insisted that the 
United States should have some voice about Nationalist military de- 
ployment. In other words, without a joint arrangement, the bulk of 
Nationalist forces might be stationed on the offshore islands, thus cre- 
ating a serious problem for the United States in its commitment to the 
defense of Taiwan. Taipei defended its position by arguing that this 
issue was hypothetical and would be inconceivable in practice, and the 
restrictions on the movement of troops to the offshore islands would 
make it possible for the Nationalists to be assured of their right of self- 
defense on the offshore islands. Nevertheless, the State Department held 
its ground.® In the end, Chiang maintained that an early conclusion of 
the mutual defense pact was more imperative than renegotiating the 
critical terms imposed by the United States.** Both sides then agreed to 
rephrase the wording which stated that the forces deployed on Taiwan 
and the Pescadores should not be reduced “to a degree which would sub- 
stantially diminish the defensibility of such territories.” Adding to this 
proviso was Washington’s stern refusal to guarantee “full logistic sup- 
port” of the Nationalist forces stationed on the offshore islands.°° 
Again, the Nationalists had no option but to agree. 

On December 2, 1954, the mutual defense treaty between the 
United States and Nationalist China was signed by Dulles and Yeh. 
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By deliberately not mentioning the offshore islands in the main text, 
Washington hoped to deter Beijing from attacking Chiang Kai-shek’s 
position there and at the same time to discourage Chiang from using 
the islands as a stepping-stone to invasion of the mainland. The reac- 
tion from the Nationalist upper echelons was mixed. Psychologically, 
the treaty freed Taipei from the embarrassing position of not having a 
defense pact, while the United States had concluded such treaties with 
Japan, South Korea, the Philippines, and other countries in East Asia. 
The treaty was also concrete proof of U.S. determination to continue 
recognition of Taipei, thus easing fears that British pressure might even- 
tually encourage Washington to recognize Beijing or to accept the idea 
of placing Taiwan under UN trusteeship. However, as Karl Rankin ob- 
served, the treaty also invited critical comments among the highest Na- 
tionalist echelons on such sensitive questions as the eventual liberation 
of the Chinese mainland and the protection of the offshore islands.°° 

Those who raised these doubts might not have realized that the re- 
sult was what Chiang Kai-shek had planned. Chiang, writing in his 
diary on the day the treaty was signed, December 2, 1954, deemed the 
treaty a marvelous achievement considering the disgrace and insults 
he had endured over the previous decade, as well as the bitter struggle 
for his very survival since 1949, the year the Communists took over 
the Chinese mainland. His gratification lay not so much in the fact 
that an elevated Nationalist military strength could be expected but 
in the fact that Taiwan, his last power redoubt, was now finally se- 
cured.*’ True, Chiang had gotten what he wanted, a mutual defense 
alliance with the United States, but the alliance not only confined Na- 
tionalist jurisdiction to Taiwan and the Pescadores, but it also essen- 
tially shattered any real hope of Chiang’s military recovery of the 
mainland. Indeed, with the defense treaty, and the now deeply-rooted 
MAAG influence over the Nationalist military and security policy 
planning on Taiwan, any subsequent ideas or attempts by the Nation- 
alists to resort to military means to topple the Communist regime and 
recover China would prove to be no more than fantasy. 


Conclusion 


On NOVEMBER 25, 1954, a week before the mutual defense treaty 
between Taipei and Washington was signed, Chiang Kai-shek estab- 
lished the Planning Commission for the Recovery of the Mainland, to 
be chaired by his vice president, Chen Cheng. When addressing the 
commission members at its inauguration ceremony, Chiang empha- 
sized that the consolidation of the Taiwan power base had become 
crucial in influencing and transforming the Communist mainland. 
Chiang stressed the necessity of cultivating Taiwan’s cultural, social, 
economic, and educational assets, in what would later become known 
as “soft power,” to be used one day instead of military force to over- 
throw the Communist regime on the mainland. At this point, Chiang 
might have already sensed that the price of a mutual defense alliance 
with the United States would be a permanent Nationalist China based 
on Taiwan and the Pescadores, and not on the mainland. He therefore 
began promoting the island redoubt as the new center for the preserva- 
tion of traditional Chinese civilization, and the model of Nationalist 
governance in Taiwan as the blueprint for the mainland’s future.” 

A Nationalist China based in Taiwan and separate from the main- 
land seemed to be exactly what top policy designers in Washington at 
this juncture had in mind. In November 1954, the Chinese Commu- 
nists dispatched warships, motor junks, and yard patrols first to assault 
the Dachens off Zhejiang Province and then to the tiny, isolated Wuqiu 
isle in between Quemoy and Matsu. On the evening of November 14, 
the PLA torpedoed and sank one Nationalist destroyer escort near the 
Dachens. It was the first positive indication of the Communist ability 
to use torpedoes in night work. The consequence, as the Americans 
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quickly realized, was “a reduced reluctance” of the PLA to conduct sea 
warfare in waters theoretically under Nationalist control. It would be 
especially significant if the Chinese Communists were aware of the 
presence of the Seventh Fleet in that area.? The American military and 
intelligence chiefs further concluded that, while no evidence suggested 
that the PLA submarines were operating outside the Yellow Sea, the 
“state of training of crews [was] considered sufficiently advanced to 
permit offensive operations should the Chinese Communists so de- 
cide.”* If the United States wanted to avoid a genuine military clash 
with the PRC, the withdrawal of the Nationalist troops on the offshore 
islands seemed inevitable. 

On January 10, 1955, Mao Zedong again ordered the PLA to mount a 
massive attack on the Dachens. Eight days later, about 10,000 PLA 
troops launched a successful air, amphibious, and land operation to oc- 
cupy Yijiangshan, approximately nine miles north of the Upper Dachen, 
inflicting heavy casualties on the approximately 1,000 Nationalist de- 
fenders on the islet. In the face of the renewed Taiwan Strait crisis, John 
Foster Dulles proposed a U.S.-assisted evacuation of all the Nationalist- 
held offshore islands except Quemoy (and later, Matsu) in combination 
with a defensive commitment for the latter. Despite some strenuous 
objections from his national security advisors, President Eisenhower 
stood firmly behind Dulles’s idea.’ 

In Taipei, a pragmatically minded Chiang Kai-shek saw no reason 
to reject Dulles’s proposal. Abandoning the Dachens, the last territo- 
rial hold of his home province, was certainly distasteful, but Chiang 
was aware of their vulnerability and their marginal value as Taiwan’s 
defensive outposts. In addition, as his diaries reveal, Chiang reckoned 
that their loss was part of a tacit quid pro quo without which Taipei 
could not count on American assistance to protect the more strategic 
Quemoy and Matsu. More significantly, Chiang worried that refusing 
to accept the proposal would generate a very negative impression at the 
very time Congress was in the process of ratifying the Mutual Secu- 
rity Treaty he had already negotiated.° 

With Chiang on board, President Eisenhower delivered his message 
to Congress on January 24, now called the Formosa Resolution. Dele- 
gating the president to employ U.S. armed forces to defend Taiwan and 
the Pescadores, the final resolution provided the authority for the “se- 
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curing and protection of such related positions and territories of that 
area now in friendly hands” and the taking of such other measures as 
the president would judge to be required or appropriate in assuring the 
defense of Taiwan and the Pescadores. Congress approved the resolution 
the next day; and on February 9, it also ratified the Mutual Security 
Treaty.’ Chiang was bitterly disappointed about the deliberate omission 
of Quemoy and Matsu in the resolution; but, except for the grumblings 
in his diaries over the negligence of his “idle and incapable” foreign af- 
fairs officials, Chiang made no move to pursue the issue with Wash- 
ington. Instead, privately Chiang deemed the passing of the resolution 
on Capitol Hill a blessing for the fate of his nation—something which 
brought him much comfort and satisfaction.® 

Conceivably, both the Mutual Security Treaty and the Formosa Res- 
olution served as a two-edge sword to the Nationalists’ military and 
defense policy formulation. With the professed U.S. commitment, their 
territorial base was certainly made more secure against Communist 
encroachment. Yet, an inevitable corollary of the treaty and resolution 
was that Taipei’s military capability would henceforth be purely de- 
fensive in nature, and would be substantially restricted in scope by its 
American ally, with little probability of stretching beyond the island 
territories the Nationalists now claimed as the Republic of China. 
When meeting with John Foster Dulles in Taipei in early March 1955, 
Chiang Kai-shek assured the secretary of state that he would take no 
independent action insofar as the use of military force was concerned, 
and would undertake no large-scale military operations against the 
mainland without full consultation with Washington. Plainly and 
without embarrassment, Chiang told Dulles that the only problem he 
could foresee was how to publicly handle these matters in order to bol- 
ster morale and keep alive the hope that the Nationalists would one 
day return to the mainland.’ 

In the following decade, despite the U.S.-Taiwan defense treaty, the 
desire by Chiang Kai-shek and his government to launch a military 
counterattack never really evaporated. This underlying attitude was 
first demonstrated in the years before the second offshore island crisis 
of 1958, and then again revealed in the development of a series of se- 
cret plans for a military reconquest of the mainland in the early 1960s, 
the details of which have become disclosed in recent years.'° 
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Between 1956 and 1957, Chiang steadily deployed his best troops to 
Quemoy and Matsu. Whereas in September 1954, there were 30,000 Na- 
tionalist soldiers stationed on the two offshore island groups, by April 
1956, the island garrisons totaled nearly 100,000 men, along with more 
than a third of the major military equipment available to Nationalist 
ground forces.'' Many American leaders at the time perceived these 
military deployments as Chiang’s attempt to draw the United States 
into a war with Communist China. When the PLA bombarded Quemoy 
and Matsu in August 1958, and tension mounted in the Taiwan Strait 
once again, Chiang rejected the renewed U.S. call to withdraw some 
of his forces from the offshore islands. Instead, Chiang warned the 
Eisenhower administration that unless Nationalist forces were per- 
mitted to take aggressive action on an extensive scale, Quemoy, along 
with one-third of Taiwan’s army, would be lost.!? 

Such a hawkish stance during the 1958 crisis partly resulted in Amer- 
ica’s determination to distance itself from Nationalist actions when 
the tension in the Taiwan Strait began to subside. A joint communiqué 
issued on October 23, 1958, at the conclusion of John Foster Dulles’s 
visit to Taipei, forced Chiang to declare that his government would 
henceforth depend on political means, rather than military force, to 
recover the Chinese mainland. Chiang was forced to accept the prin- 
ciple of an appreciable reduction of armed forces on Quemoy and 
Matsu.!3 Washington had become so concerned about what it perceived 
as Nationalist efforts to embroil the United States in a war with the PRC 
that Defense Secretary Neil McElroy at one point proposed sponsoring a 
coup against Chiang to bring to power someone willing to evacuate the 
offshore islands.'4 In the same way, Chiang Kai-shek was extremely un- 
easy and unhappy about having to compromise with Dulles’s request 
that his government limit itself to political rather than military means 
to recover the mainland. And yet in his private diaries a no-less-stubborn 
Chiang had to reckon that such a conciliatory approach was the only 
policy now available to him.’ After all, Chiang was not only a nation- 
alist and perhaps an opportunist, but also a pragmatist. 

If Chiang Kai-shek was happy about securing his island Chinese 
state in the mid-r950s, by the early 1960s his desire, even determina- 
tion, to return to the mainland apparently revived as a result of the 
failure of Mao Zedong’s Great Leap Forward and the resultant eco- 
nomic chaos in China. As manifested in new historical evidence, 
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Chiang thought that his moment had come and once again contem- 
plated counterattack seriously.!° That this did not come to pass is 
largely due to the constraints imposed by the military and diplomatic 
framework created by the Americans in the mid-1950s. It may be rea- 
sonable to argue that, after the mid-1950s, the creation of a Nationalist 
Chinese state on Taiwan did not end but continued, involving still 
more actions and inactions, political maneuvering and contingencies, 
a virgin field that deserves further scholarly investigations. 

When Chiang Kai-shek died in April 1975, his political will urged 
his fellow Nationalists and the people on the island to carry out the 
restoration of the Chinese mainland and reunify the Republican Chi- 
nese nation. Nevertheless, for more than two decades, neither his son 
Ching-kuo nor other KMT leaders were able to achieve the dream. Two 
regimes, each claiming to be the sole legitimate central government 
representing all of China, remained separated by the Taiwan Strait, as 
it had been since December 1949. 

We have become complacent about the divided China issue, forget- 
ting the less-told and yet significant historical fact that this state of 
affairs itself was never been intended. This book begins with the Cairo 
Conference in the fall of 1943, when Nationalist China and the United 
States were wartime allies against the Axis powers. It now ends with 
the signing of a mutual defense pact between Taipei and Washington 
in late 1954, when the island-rooted Nationalist state officially re- 
aligned itself with the United States, and when Taiwan took its per- 
manent form as the Nationalist Chinese center. 

Within a little more than a decade, from the early 1940s to the mid- 
1950s, the making of Nationalist China in Taiwan was a process in- 
volving political complications and contingencies, policy planning and 
maneuvering, actions and inactions, and historical ironies. It was a pro- 
cess that no one could have foreseen when the fate of Taiwan and the 
Pescadores was originally contemplated on both sides of the Pacific, 
during World War II. To many Americans as well as Chinese, it was 
perhaps also surprising that no one in the Washington administration, 
from Franklin D. Roosevelt through Harry Truman and Dwight Eisen- 
hower, could have expected to become involved, whether intentionally 
or unwittingly. The formation of the accidental island state on Taiwan, 
separate from the Chinese mainland, was the outcome of many ad 
hoc and unique factors, decisions, and even serendipity, as well as an 
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accumulation of various internal contentions within the Nationalist 
camp, the KMT-CCP civil war, and political struggles intersected with 
the broader geostrategic concerns of world powers. 

As this book has indicated, the investigation into how an accidental 
island state in Taiwan came to be has unearthed several little-known 
historical events and produced new interpretations. A long-forgotten 
foreign policy choice and the resultant political actions on the part of 
the United States toward post-World War II China, envisioning a grad- 
ually divided and regionalized China, strengthened Taiwan’s political 
identity and distinguished it from the mainland. The negligent role 
obliquely played by George Kerr in the events surrounding the Feb- 
ruary 28 incident of 1947 helped promote a political-economic setup 
on Taiwan that would lead to the creation of an unintended state years 
later. For a time surrounding the outbreak of the Korean War, the big- 
gest contingency in the period covered by this book, the U.S. policy 
toward the Nationalists headed underground and was considerably 
privatized. We now know that Charles M. Cooke and his unofficial ad- 
visory group helped prolong the ailing Nationalist regime’s survival 
in Taiwan. It was the KMT’s preliminary reform imposed in the after- 
math of the 1947 tragedy, and then a series of intentional and some- 
what inglorious political/national security measures undertaken in the 
early 1950s to consolidate its rule and reinforce its legitimacy, that laid 
the foundation for the Nationalist state in Taiwan. Finally, it was 
Chiang Kai-shek who, at every critical juncture in an extremely fluid 
and uncertain situation, made decisions that would translate into in- 
stitutional arrangements and eventually lead to the accidental forma- 
tion of an island state, his last territorial refuge. 

While the thaw in the China-Taiwan relationship has become one 
of the most salient developments in East Asia’s international politics 
in the first decade of the twenty-first century, the time is opportune 
to explore how such a cross-Strait division originated, how the Nation- 
alist state was created on the island of Taiwan, and how the United 
States played its part in the process of this state construction. It is 
hoped that this book has gone a considerable way in answering some 
of these important questions. 
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